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Chief Financial Officer 
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Municipality 
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Auditors The Auditor-General, South Africa 
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General information (continued) 


llembe House 


Physical address: 


llembe House 

59/61 Mahatma Ghandhi Street 

KWADUKUZA 

4450 


Postal address: 


P.0 Box 1788 

KWADUKUZA 

4450 


Telephone number: 
Fax number: 

E-mail address: 


032 437 9300 
032 437 9584 
admin@ilembe.Qov.za 
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General information (continued) 

Physical address: 


Postal address: 

Telephone number: 
Fax number: 

E-mail address: 


llembe House 
ilembe House 

59/61 Mahatma Ghandhi Street 

KWADUKUZA 

4450 


P.0 Box 1788 

KWADUKUZA 

4450 


032 437 9300 
032 437 9584 
admin@iiembe.gov.za 
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ILEMBE DISTRICT MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS 
As at 30 June 2017 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 5 to 50, in terms of Section 126(1) of the 
Municipal Finance Management Act and which i have signed on behalf of the Municipality. I certify that the salaries, allowances and benefits of 
Councillors, and payments made to Councillors for loss of office, if any, as disclosed in note 24 of these annua! financial statements are within 
the upper limits of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and 
the Minister of Provincial and Local Government’s determination in accordance with this Act. 
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ILEMBE DISTRICT MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 
As at 30 June 2017 



Note 

2017 

2016 



R 

R 

ASSETS 




Current Assets 




Cash and cash equivalents 

3 

5 766 622 

35 916 287 

Trade and other receivables from exchange transactions 

2 

96 827 171 

106 447 234 

Trade and other receivables from non exchange transactions 

4 

27 423 456 

147 005 337 

Inventories 

6 

13 020 058 

10 609 260 

Total current assets 


143 037 306 

299 978 119 


Non-current assets 

Non-current receivables 

7 

20 632 

35 314 

Long term investments 

8 

25 809 873 

24 419 710 

Other non-current financial assets 

5 

100 

100 

Property, plant and equipment 

10 

2 234 604 509 

1 962 775 643 

Intangible assets 

12 

5 325 083 

5 371 579 

Heritage Assets 

n _ 

205 578 

205 578 

Total non-current assets 

— 

2 265 965 774 

1 992 807 924 

Total assets 

I 

2 409 003 081 

2 292 786 043 

LIABILITIES 

Current liabilities 

Trade and other payables from exchange transactions 

13 

234 300 057 

344 972 698 

Trade and other payables from non - exchange transactions 

14 

962 942 

4 487 483 

Current portion of borrowings 

15 

5 475 551 

6 136 403 

Current portion of finance lease liability 

16 

14 124 319 

15 463 776 

Current portion of employee benefits 

37 __ 

494 551 

1 014311 

Total current current liabilities 

— 

255 357 421 

372 074 671 

Non-current liabilities 

Non-current borrowings 

15 

79 373 305 

78 475 085 

Non-current finance lease liability 

16 

- 

7 980 147 

Employee benefits 

37 _ 

7 764 215 

6 962 850 

Total non-current liabilities 

- 

87 137 520 

93 418 081 

Total liabilities 

— 

342 494 941 

465 492 752 

Net assets 

— 

2 066 508 140 

1 827 293 293 


NET ASSETS 

Accumulated surplus 2 066 508 140 1 827 293 293 


2 066 508 140 1 827 293 293 


Total net assets 



ILEMBE DISTRICT MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
As at 30 June 2017 


Note 2017 2016 

R R 


Revenue from exchange transactions 
Service charges 

17 

167 774 229 

136 637 461 

178 581 266 

145 147 918 

Rental of facilities and equipment 

18 

13 244 

14 221 

Interest earned - external investments 

19 

2 854 791 

4 768 538 

interest earned - outstanding receivables 

20 

18 997 572 

18 195 506 

Other income 

22 

9 271 161 

10 455 083 

Revenue from non exchange transactions 
Government grants and subsidies 

21 Q 

762 531 580 

762 531 580 

902 930 856 
902 930 856 | 

Total revenue 


930 305 808 

1 081 512 122 

Expenses 

Employee related costs 

23 

173 684 174 

162 976 730 

Remuneration of councillors 

24 

8 020 646 

9 713 898 

Bad debts 

2 

40 241 279 

97 678 134 

Depreciation, impairment and amortisation 

25 

87 979 450 

69 680 117 

Repairs and maintenance 

30.1 

31 042 332 

13 807 914 

Finance costs 

26 

9 976 764 

8 447 809 

Bulk purchases 

27 

75 803 000 

62 752 475 

Contracted services 

28 

52 146 813 

97 468 367 

General expenses 

30 

120 962 391 

137 657 249 

Total expenses 

— 

599 856 849 

660 182 693 


Gain / (loss) on sale of assets 

22 

(20 314) 

(1 127 527) 

Forex gain/(loss) 

40 

78 248 

(422 371) 

Surplus / (deficit) for the period 


330 506 893 

419 779 530 
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ILEMBE DISTRICT MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
As at 30 June 2017 


IDM Accumulated 
Surplus/(Deficit) 
Total 

Note R 


Balance at 30 June 2015 


1 410 832 705 

Prior year adjustments 

31 

(3 318 943) 

Restated balance 


1 407 513 762 

Surplus / (deficit) for the year 


419 779 530 

Balance at 30 June 2016, as previously reported 


1 827 293 292 

Opening Balance, 1 July 2016 


1 827 293 292 

Correction of prior period errors 

31 

(90 604 710) 

Prior year adjustments 

31.1 

(687 256) 

Restated balance 


1 736 001 326 

Transfers to / from accumulated surplus/{deficit) 


(79) 

Surplus / (deficit) for the year 


330 506 893 

Balance at 30 June 2017 


2 066 508 140 
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1LEMBE DISTRICT MUNICIPALITY 
CASH FLOW STATEMENT 
As at 30 June 2017 



IDM 

IDM 

Note 

2017 

2016 


R 

R 


Receipts 


880 802 126 

917 600 154 

Sales of goods and services 

Grants 


113 884 228 

766 917 898 

90 743 417 
826 856 736 

Payments 


(518 202 039) 

(302 444 339) 

Employee costs 

Suppliers 


179 773 639 
338 428 401 

170 665 565 
131 778 773 

CASH GENERATED FROM OPERATIONS 

32 

362 600 086 

615 155 815 

Interest received 

Interest paid 

26 

2 854 791 
(9 976 764) 

4 768 538 
(8 447 809) 

Net cash flows from operating activities 


355 478 113 

611 476 544 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 
increase in investments 

Purchase of intangibles 

12 

(356 957 612) 
198 862 
(1 390 163) 

(1 884 400) 

(581 751 685) 
910 864 
(1 437 287) 
(2 433 870) 

Net cash flows from investing activities 


(360 033 312) 

(584 711 978) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Repayment of borrowings 

Repayment of finance lease liability 


(3 665 526) 
(21 928 940) 

(6 770 955) 
(15 940 421) 

Net cash flows from financing activities 


(25 594 466) 

(22 711 377) 

Net increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 

(30 149 664) 
35 916 286 

4 053 190 
31 863 096 

Net cash and cash equivalents at end of period 

33 

5 766 622 

35 916 286 
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ILEMBE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
As at 30 Juno 2017 


1 BASIS OF PREPARATION 

1.1 STATEMENT OF COMPLIANCE 


Those annual financial statements havo boon ptoparod in accordance with the offoctivo South African Standards of Generally Rocognisod Accounting 
Practice (GRAP). as approved by tho Ministor of Finance. Including any interpretations and directives issued by the Accounting Standards Board in 
accordance with Section 122(3) of the Municipal Finance Management Act. (Act No 56 of 2003) 

The accounting policies applied are consistent with those used to present the previous year's financial statements, unless explicitly slated. The details of 
any changos in accounting policies are explained in tho relevant policy 


1.2 BASIS OF MEASUREMENT 

Tho annual financial statements have been prepared on tho accrual basis except for the following matorial itom in tho statement of financial positron: 


the defined benefit liability is rocognisod as tho not total of tho plan assots, plus unrecognised past service cost and unrocognisod actuarial losses, less 
unrecognisod actuarial gains and tho present value of tho dofinod benefit obfigation. 


1.3 FUNCTIONAL AND PRESENTATION CURRENCY 

Thcso annual financial statomonts are presented in South African Rand, which is the functional currency of the municipality Alt financial information has 
boon rounded to the nearest Rand 


1.4 OFFSETTING 

Financial assets and liabilities are sot off and tbe net amount presented In the statement of financial position when, and only when, the municipality has a 
legal right to sol off the amounts and intends oither to settle on a net basis or lo realise tho assot and settle the liability simultaneously 


Revenue and exponsos havo not boon offsot except when offsetting is required or permitted by a standard of GRAP 


1.5 GOING CONCERN ASSUMPTION 

These annual financial statomonts havo boon prepared on tho assumption that tho municipality wiD continue lo oporato as a going concern for at toast tho 
next 12 msnths. 

1.6 USE OF ESTIMATES AND JUDGEMENTS 

The preparation of financial statements in conformity with GRAP requires managomont lo make judgements, ostimatos and assumptions that affect tho 
application of policies and reported amounts assots and liabilities, income, exponsos and other reports Tho estimates and associated assumptions are 
based on historical experience and various other factors that aro beiioved to bo reasonable undor the circumstances, tho results of which form tho basis 
of making the judgements about carrying values of assots and liabilities that are not readily apparont from other sources Actual results may differ from 
these estimates. 

The estimates and underlying assumptions aro roviowod on an on going basis Revisions to accounting estimates aro recognised in the period in which 
the estimate is revised if the revision affects only that period, or in tho period of tho revision and future periods if the revision affects both current and 
future. 

Post-Retirement Benefits and Multi-Employer Retirement Benefit Plans 

The present value of tho post roliromonl obligation deponds on a number of factors that are determined on an actuarial basis using a number of 
assumptions. Tho assumptions used in detormning tho not cost (income) Include tho discount rate. Any changos in thoso assumptions wilt impact on tho 
canying amount of post retirement obligations. 

The Municipality determines the appropriate discount rato at tho end of oach year using tho actuarial valuation. This is tho interest rato that should bo 
used to determine tho prosont value of ostimated future cash outflows oxpoctod to bo required to sottto tho ponsion obligations In dotornining the 
appropriate discount rate, tho Municipality considers the interest rates that best approximated by reference to market yiokis at tho reporting dato on 
government bonds that are denominated in the currency in which the benefits wiP bo paid, and that have torms to maturity approximating the terms of the 
related pension liability Other key assumption for pension obligation are based on current market conditions. Additional information is disclosed in notes. 
The Municipality contributes to Natal Joint Super Annuation and Retirement Funds which are Defined Benefit Funds. The Municipality's liability tn these 
funds could not be determined owing to the fact that the assets aro not being allocated lo each employer and only one set of financial statement are 
compiled for each fund not per employer Further doiails of this plan is included In the notes to the Financial Statements 

Provision for impairment of trade receivables 

The provision for impairment is measured as the difference between the assets’ carrying amount and the present value of ostimated recoverable future 

cash flow based on past recovery trends 

Non-cash generating and cash generating Impairment testing 

Management used tho fair value loss cost to sell to determine tho recoverable amount of assets with an indefinite useful life and identifying assets that 
nay have been impaired Additional disclosure of theso estimates is included in nolo - Impairment of assots 

Ail assots ownod/rocognisod by the municipality aro hold for tho provision of basic service and are considorod to bo non-cash generated assots 


Provision 

Provisions wore raised and managomont determined an estimate based on the information available. Additional disclosure of thoso estimates of 
provision are included in notes to Financial Statements. 

Provision are measured at tho hoad of department’s best estimate of tho expenditure required to settle the obligation at the reporting dato, and are 
discounted to prosont valuo where the effect is materia!. 

A provision is recognised when: 

The municipality has a present obligation (legal or constructive) as a result of a past evont; 

It is probable that an outflow of rosourcos embodying oconomic benofits will bo required to settle tho obligation, and 
A reliabto ostimate can bo made of tho obfigation 


1.7 COMPARATIVE INFORMATION 

When the presentation or classification of items in tho annual financial statements is amended, prior period comparative amounts aro restated. Tho 
nature and reason for tho reclassification is disclosed Whore accounting errors have boon identified in the current year, tho correction is mado 
retrospectively as far as is practicable, and tho prior year comparatives aro restatod accordingly Whore thoro has boon a change in accounting policy in 
the current yoar. tho adjustment Is mado retrospectively as far as is practicable, and the prior year comparatives are restated accordingly Tho 
municipality shall present a comparison of budget and actual amounts as additional budgot columns In tho primary financial statomonts only whore tho 
financial statomonts and the budget aro prepared on a comparable basis. AD comparisons of budgot and actual amounts shall bo presented on a 
comparable basis to tho budgot. Tho municipality shall explain in notes to tho financial statomonts the budgetary basis and classification basis adopted in 
the approved budgot (refer note 1 10) 

1.8 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

Tho following GRAP standards havo boon Issued but are not yet effective and have not boon early adopted by the municipality. Application 
of all of tho GRAP standards noted below will be effective from a dato to he announced by the Ministor of Finance, The effective dates aro 
currently unknown. 


GRAP 18 Segment Reporting 

GRAP 20 Rotatod Party Disclosures 

GRAP 32 Service Concession Arrangements (Grantor) 

GRAP 34 Separate Financial 

GRAP 36 Invoslmets in Associates 

GRAP 37 Joint Arrangements 

GRAP 38 Disclosure of Interest in othor Entities 

GRAP 108 Statutory Debtors 

GRAP 109 Standard of GRAP on Accounting by Principals 
GRAP 110 Living and Non living Resources 
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1LEMBE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
As at 30 June 2017 


1.9 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE 

The Mlnsitor has determined the following GRAP standards as approved effective: 

GRAP 1 Prosonlation of Financial Statements 
GRAP 2 Cosh Flow Statements 

GRAP 3 Accounting Policies, Changos in Accounting Estimates and Errors 
GRAP 4 The Effects of Changos in Foreign Exchange Ratos 
GRAP 5 Sorrowing Costs 

GRAP 6 Consolidated and Separate Financial Statements 

GRAP 7 Investments in Associates 

GRAP 8 Interest in Joint Vonturos 

GRAP 9 Revonuo from Exchange Transactions 

GRAP 10 Financial Reporting in Hyporinftationary Economies 

GRAP 11 Construction Contracts 

GRAP 12 Inventories 

GRAP 13 Leases 

GRAP 14 Events After the Reporting Date 
GRAP 16 Investment Property 
GRAP 17 Property Plant and Equipment 
GRAP 18 Sogment Reporting 

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 

GRAP 21 Impairment of Non-cash-generating Assets 

GRAP 23 Rovenuo from Non-exchange Transactions (Taxor; and Transfers) 

GRAP 24 Presentation of Budget Information in Financial Slalemonts 

GRAP 25 ErTpioyee Benefits 

GRAP 26 Impairment of Cash-generating assets 

GRAP 27 Agriculture 

GRAP 31 Intangible Assots 

GRAP 100 Discontinued Operations 

GRAP 103 Heritago Assets 

GRAP 104 Financial Instruments 

GRAP 105 - Transfer of Functions Between Entities Under Common Control 
GRAP 106 Transfer of Functions Between Entities Not Under Common Control 
GRAP 107 Mergers 


Interpretations of the standard of GRAP Approved and affective 
I GRAP 1 Applying Tho Probability Tost On Initial Recognition Of Rovenuo 
IGRAP2 Changes in Existing Deco missioning Restoration and Similar Liabilities 
IGRAP3 Determining Whether an Arrangement Contains a Lease 

1GRAP 4 Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation Funds 
I GRAP 5 Applying the Restatement Approach under the Standard ot GRAP on Financial Reporting in Hyporinftationary Economies 
IGRAP6 Loyalty Programmes 

1GRAP7 The Limit on a Defined Benefit Asset. Minimum Funding Requirements and their Interacfaction 

tGRAP 8 Agreements for tho Construction of Assots from Exchange Transactions 

iGRAP 9 Distributions of Non-cash Assets to Owners 

iGRAPIO Assets Received from Customers 

IGRAP11 Consolidation - Special Purpose Entities 

IGRAP12 Jointly Controlled Entilies - Non-Monetary Contributions 

fGRAP13 Operating Leases - Incentives 

iGRAP 14 Evaluating tho Substanace of Transactions Involving tho Legal Formof a Laase 
IGRAP 15 Rovenuo - Barter Transactions Involving Advertising Services 
IGRAP16 Intangible Assets - Websile Casts 

Interpretations of tho standard of GRAP Approved andnot yet effective 

IGRAP 17 Inf orprotation of (ho Standard of GRAP on Service Concession Arrangomonls Whoro a Grantor Controls a Significant Residual Intorost in an 
Asset 

IGRAP 18 Interpretation of the Standard of GRAP on Recognition and Derecognition ot Land 
IGRAP19 Liabilities to Pay Levies 


1.10 PRESENTATION OF BUDGET INFORMATION IN THE FINANCIAL STATEMENTS 

Tho budgol is mainly approvod on a cash basis by funclional classification Tho approved budget covers tho period from 1 July 2016 to 30 Juno 2017, 
Tho budget and accounting bases for some votes differ. Tho financial statements arc proparod on tho accrual basis using a classification on the naturo 
of oxponsos In the statomonl of financial performance The financial slafoments differ from tho budgot, which is approved on tho cash basis The amounts 
in tho financial statements wore recast from tho accrual basis to tho cash basis and roclassifiod by functional classification to bo on tho same basis as 
tho final approvod budgot. Tho amounts of those adjustments are identified in note 41. A reconciliation between the actual amounts on a comparable 
basis as presented in the stalomsnt of comparison of budge! and actual amounts and the actual amounts in tho cash (low statement for tho period ended 
30 June 2017 is presented in note 41 Tho financial statements and budgot documents are prepared for tho same period. There is a basis difference: the 
budgot is mainly prepared on a cash basis and the financial statements on tho accrual basis The reconciliation as required by GRAP 24 is also shown in 
note 41. The statement of comparison of budgot and actual amounts is disclosed as a statement in tho annual financial statements. 

Differences bo two on budget and actual amounts aro regarded as material when a moro than 10% varianco exists. 

A!l material differences are explained in fho notes to tho annual financial statements 


2 SIGNIFICANT ACCOUNTING POLICIES 

The following significant accounting policies had boon applied consistently during tho cunonl and previous reporting period, as sot out in note 1 2 

2.1 PROPERTY, PLANT AND EQUIPMENT 

2.1.1 INITIAL RECOGNITION 

Property, plan) and equipment are tangible non-current assets (including infrastructure assets) that aro hold for use in tho production or supply of goods 
or services, rental to others, or for administrative purposes, and are expected to be used during mare than one year Items of property, plant and 
equipment are initially recognised as assots on acquisition dale and are initially recorded at cost. The cost of an item of property, plant and equipment is 
tho purchase price and othor costs attributable to bring the assot to tho location and condition necessary for it to bo capable of operating in the manner 
intended by the municipality Trade discounts and robatos are doducted in arriving at tho cost Tho cost also includes tho necessary costs of dismantling 
and removing tho assot and restoring tho sito on which it is tocatod 

When significant components of an item of property, ptaot and equipment have different useful lives, they are accounted for as separate items (major 
components) of property, plant and equipment 

Whore an asset is acquired by the municipality for no or nominal consideration (l.e a non-exchange transaction), the cost is deemed to be equal to the 
fair value of that assot on tho date acquired, 

Whoro an itom of property, plant and equipment is acquired in oxchango for a non-monetary assot or monetary assets, or a combination of monetary and 
non-monetary assots, tho assot acquired is initially measured al fair value (Iho cost) If tho acquired itom's fair valuo was not dotorminablo. it's doomed 
cost is tho carrying amount of fho assot(e) given up 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use thorn during mere than one 
poriod. Similarly, if the major spare parts and servicing oquipmont can bo used only in connection with an item of property, plant and equipment, they aro 
accounted for as property. pl3nt and oquipmont 

2.1.2 SUBEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of proporty, plant and equipment are measured at cost loss accumulated depreciation and impairment lossos 
Land is not depreciated as it is doomad to have an indefinite useful life 

Whoro tho municipality replaces parts of an assot, it derecognises the part of tho asset being replaced and capitahsos the now component Subsequent 
expenditure incurred on an assot is capitalised when it increases tho capacity or future economic bonofits associated with tho asset 
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IL.EMBE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
As at 30 Juno 2017 


2.1.3 DEPRECIATION AND IMPAIRMENT 

Deprociation is calculated on tho dopfociablo amount. using the straight-line method over the estimated useful lives of the assets. Components of assets 
that are significant in relation to tho whole asset and that havo different usoful Svos are depreciated separately. 

Depreciation commences when an assot is available for use and ceases at the earlier of tho dale that tha asset is dorocognised or classified as held far 
sale in accordance with GFiAP 100 Non-current assets held for sale and discontinued operations A non-cutrent asset or disposal group Is not 
doprociatod while it is classified as held for sate 

Heritage assets and land are not doprociatod. 

Leased assots are depreciated over tho shorter of the leaso term and their useful lives unless it is reasonably certain that Ihe municipality will obtain 
ownership by tho end of tho leaso torm 

Incomplete construction work is slatod at historical cost Doprocialion only commences when tho asset is available for use 
The annual deprociation rates aro based on tho following estimated average assot lives; 


Infrastructure 

Yoars 

Other 

Yoars 

Wator 

10-60 

Machinery and equipment 

3-20 

Sewerage 

10-60 

Fumituro and equiprrent 

3-50 

Other 

10-50 

Motor vehicles 

4-20 


An entity shall assess at each reporting date whether there is an indication that tho entity's expectations about tho rosidua! valuo and useful life of an 
asset havo changed since tho preceding reporting date. If any such indication exists, the entity shall revise tho expected usoful life and/or residual value 
accordingly No longer a requirement to roviow residual values and useful lives each year. 

Tho municipality tests for impairment whore thoro is an indication that an assot may bo impaired. An assessment of whether there is on indication of 
possible impairment is done at each reporting date Whoro tho carrying amount of an item of property, plant and equipmont is greater than the estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its rocovorablo amount (or recoverable sorvico amount) and an 
impairment loss is charged to the Statement of Financial Perfoimanca - refer to note 19 tor furthor information on impairment of assets 


2.1.4 DERECOGNITION 

Items ot Property, plant and equipment aro dorocognised whan tho assot is disposod of or when there aro no further economic benefits or sorvico 
potential expected from tho use of tho asset. Tho gain or loss arising on tho disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sates proceeds and tho carrying value and is recognised In tho Statement of Financial Performance. 


2.1.5 LEASED ASSETS 

Leases in terms of which tho municipality assumes substantially ail tho risks and rewards of ownership aro classified as finance leasos Other leases are 
classified as operating leases. Upon initial recognition of assets leased under finance leasos, the leased asset is measured at an amount equal to tho 
lowor of its fair value and tho present value of the minimum lease payments. Subsequent to initial recognition, tho assot is accounted for in accordance 
with tho accounting policy applicable to that asset. 


3 INTANGIBLE ASSETS 

3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary assot without physical substance Examples include computor software, licences, and devotopmont 
costs. Tho municipality recognises an intangible asset in its Statement of Financial Position only when il is probable that tho oxpectod future economic 
benefits or service potential that are attributable to the asset will flow to tho municipality and tho cost or fair value of tho assot can bo measured reliably 

internally generated intangible assets are subjoct to strict recognition criteria before they aro capitalised Research expenditure is never capitalised, 
while development expenditure is only capitalised to the extent that 

* the municipality intends to complete the Intangible asset for use or sate; 

* it is technically feasible to complete the intangible asset; 

* the municipality has the resources to complote the project; and 

* it is probable that tho municipality will receive future economic benefits or sorvico potential 
Intangible assets are initially rocognisod at cost 

Where an intanglblo asset is acquired by the municipality for no or nominal consideration (i e a non-oxchango transaction), tho cost is doomed to bo 
equal to tho fair value of that assot on the date acquired 

Whore an Intangiblo assot is acquired in oxchango for a norvnxinotary assot or monetary assets, or a combination of monetary and non-monetary 
assots, tho asset acquired is initially measured at fair value (tho cost). If tho acquired item's fair valuo was not determinable, it's dBemod cost is tho 
carrying amount of the assot(a) given up. 

3.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Intangible assels are subsequently carried at cost loss accumulated amortisation and impairments. Tho cost of an intangiblo assot is amortised ovor tho 
useful life whore that useful life is finite Where the useful life is indefinite, (he asset is not amortised but is subjoct to an annual impairment tost. 


3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated usoful lives using the straight lino mothod The 
annua! amortisation rates aro based on tho following estimated average asset lives: 

Computor softwaro and websites 2-5 Years 

Tho amortisation period and tho amortisation method for an intangible asset with a finite usoful life aro teviowed at oach reporting dale and any changes 
aro rocognisod as a change in accounting estimate in tho Statement of Financial Performance 

Tho municipality tests intangible assets with finite usoful lives for impaiimont whore thoro is an indication that an assot may bo impaired. An assessment 
of whothor thoro is an indication of possible impairment is done at oach reporting date - refor to note 19 for furthor information on impaiimant of assots 
Whoro tho carrying amount of an itom of an intangiblo asset is greater than tho estimated recoverable amount (or recoverable service emount). it is 
written down immediately to its rocovorablo amount (or rocovorablo service amount) and an impairment loss is chargod to the Statement of Financial 
Performance 

3.4 DERECOGNITION 

Intangible assots aro dorocognised whon the osset is dispesod of or when thore are no furthor economic benefits or sorvico potential oxpoctod from tho 
uso of tho assot The gain or loss arising on tho disposal or retirement of an intangible asset is determined as the difference botwoon tho sales proceeds 
and tho carrying value and is rocognisod in tho Statement of Financiat Performance. 

4 HERITAGE ASSETS 

4.1 INITIAL RECOGNITION AND MEASUREMENT 

Heritage assots aro assots that are normally hold indefinitely for thoir unique cultural, environmental, historical, natural, scientific, technological or artistic 
significance for tho benefit of future generations 

Certain heritage assots aro doscribod as inalienable items thus assets which are retained indefinitely and cannot bo disposed of without consent as 
required by law or otherwise 

Heritage assets aro recognised as on assot whon 

• it is probable that futuro economic banofiis or service potential associated with tho assot will to tho municipality, and 

• tho cost or fair value ot tho assot can be moasured reliably. 

If tho municipafity holds an as3ot that night bo regarded as a heritage asset, but on initial recognition, tho asset does not moot the above recognition 
criteria because it cannot bo measured reliably, relevant and useful information about tho heritage assot is disclosod In tho notes to the financial 
slalemonts. 
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ILEMBE DISTRICT MUHICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
As at 30 June 2017 


4.2 SUBSEQUENT MEASUREMENT • COST MODEL 

Allor recognition as an asset, a class of heritago assets arc carried at its cost loss any accumulated impairment losses. 

4.3 DEPRECIATION & IMPAIREMENT 

Heritago assots arc not depreciated. Tho municipality assesses at each reporting date whether there is any indication that a heritage asset may bo 
impaired - rotor to note 18 for further information on impairment of assets. 

In assessing wholhor there is an indication that an assol may bo impaired, the municipality considers, as a minimum, the following indications; 

4.3,1 External sources of information 

(a) During the period, a heritage asset's market value has declined significantly moro than would bo expected as a result of tho passage of time or normal 
use 

(b) Tho absonco of an active market for a revalued horitage asset. 

4 3 j Internal sourcos of Information 

(a) Evidence is available of physical damage or deterioration of a horilago asset 

(b) A decision to halt tho construction of tho horitage asset beforo it is complete or in a usable form. 

4.4 DERECOGNITION 

The carrying amount of a heritage asset is derecognised on disposal, or when no future economic benofrts or sorvico potential are expected from its uso 
or disposal. The gain or loss arising from derecognition of a heritage asset is detemnined as the difference between the net disposal proceeds, if any, 
and tho carrying atrounto of tho heritago asset Such diffotonco is rocognised in surplus or deficit when tho horitage asset is derecognised. 


5 INVENTORIES 

5.1 INITIAL RECOGNITION 

Inventories comprise current assets held for sale, consumption or distnbution during the ordinary course of business. Inventories are initially recognised 
at cost. Cost generally refers to the purchase price, plus taxes, transport costs and any other costs in bringing the inventories to their current location 
and condition. Whore inventory is manufactured, constructed or produced, tho cost includes tho cost of labour, materials and overheads used during the 
manufacturing process 

Whoro inventory is acquired by tho municipality for no or nominal consideration (i o a non-exchange transaction), the cost is deemed to bo equal to Ihe 
fair value of the itomon tho dale acquired 

5.2 SUBSEQUENT MEASUREMENT 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at tho lower of cost and net realisable valuo 
unless they are to bo distributed at no or nominal charge, In which case they are measured at the towor of cost and currant replacement cost. Redundant 
and slow-moving inventories are identified and written down in this way Differences arising on tho valuation of inventory are recognised in tho Slatomont 
of Financial Performance in tho yoar in which they arose The amount of any reversal of any write-down of inventories arising from an increase in not 
realisable value or cunent replacement cost is rocognised as a reduction in tho amount of inventories rocognisod as an expense in the period in which 
the reversal occurs 

Tho carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off or consumod, unless 
that cost qualifies for capitalisation to the cost of another asset, 

The basis of allocating cost to inventory items is the weighted avorage method. 

5.3 WATER INVENTORY 

Water inventory represents water housod in rosorvoirs within the municipal aroa and is measured at the lower of cost, which is doomed to bo fair value, 
and not realisable value In tho absence of a market that trados in water outside of beat government, tho fair value utilised to quantify water inventory is 
based on tho unit reference value. Tho unit reference value is a determined by a formula that is utilised in the engineenng department to calculate the 
development cost of now water resources. 

Readings of wator levels are taken al year-end, which is quantified at the above fair value 

Water and purified effluent are measured at tho bwest of purified cost and not realisable value insofar as it is stored and controlled in reservoirs al yoar- 
end. 


6 INVESTMENTS IN CONTROLLED ENTITIES 

In tho municipality's soparato annua! financial statements, investments in controlled entities are measured at cost. 

7 FINANCIAL INSTRUMENTS 

7.1 INITIAL RECOGNITION 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial iiabiDty or residual interest of another entity. A 
financial asset is 

A financial lability is any liability that is a contractual obligation to 
deliver cash or another financial asset to anothor entity or 

exchange financial assets or financial liabililies with anothor onlity under conditions that are potentially unfavourable to the entity 

Financial instruments are iniliaDy recognised when tho municipality becomes a party to the contractual provisions Financial assots are rocognised using 
trade date accounting 


7.2 INITIAL MEASUREMENT 

Financial instruments are initially measured at fair value and plus transaction costs for financial Instruments at amortised cost or cost. Fair valuo Is 
usually tho transaction cost at tho date of recognition For financial instruments at amortised cost, if tho transaction cost is not markot related i o no 
tntorost is charged for doforrod payments or when tho account is overduo. or intoresl charged is at below- markot related rale tho municipality 
doleririnos tho fair value Tho fair valuo is the present value of tho oxpoclod future cash (lows, without taking into account any future lossos or tho 
possibility of default, discounted using a markot related interest rate, adjusted for credit risk over tho oxpectod life of the financial instrument For financial 
instruments at fair valuo, the fair valuo is dolorminod based on quoted prices in an active matkot If there is no active market, it is determined using 
valuation techniquos. For financial instruments at cost, tho financial instrument Is only measured at cost If tho fair value can not bo measured reliably 
Where a financial instrument contains both a liability and a residual interest component, the municipality atbeatos tho instrument Into its component parts 
Tho municipality recognises the liability at its fair valuo and recognises tho residua! interest as tho difference between the carrying amount of tho 
instrument and tho fair value of the liability component No gain or toss is recognisod by separating the instrument into its components. 


7.3 SUBSEQUENT MEASUREMENT 

Financial assets and liabilities are subsequently measured either at fair valuo, or amortised cost or cost using tho folbwing categories 

(a) Financial instruments at fair value 

(b) Financial instruments at amortised cost 

(c) Financial instruments at cost 

7.3.1 FINANCIAL INSTRUMENTS AT FAIR VALUE 

Financial Instruments at fair value compriso financial assots or financial liabilities that are derivatives , combined instruments that are designated at fair 
valuo, instruments hold for trading, financial instruments that do not moot tho definition of financial instruments at amortised cost or financial instruments 
at cost and non derivative financial assets or financial liabilities with fixed or dotorminablo payments that aro designated at fair valuo at initial recognition. 
Financial instrument at fair value are subsequently measured at fair value with changos in fair value recognised in surplus or deficit 


7.3.2 FINANCIAL INSTRUMENTS AT AMORTISED COST 

Financial instruments al armriisod cost. aro non-derivative financial assots or financial liabilities that have fixed or dolermnabio payments , excluding 
those tha municipality designates at fair valuo at initial recognition or are hold for trading Financial instruments at amortised cost are subsequently 
measured at amortised cos! using effective interest rate method The effective interest rato is tho rate that exactly discounts tho estimated cash (tews 
associated with tho financial instrument through the expected life of the instrument (or In some cases a shorter period) to tho net carrying amount at Initial 
recognition Financial assots aro subject to annual impairment review Rotor to note 7 6 for details on Impairment and uncolloctability of financial assots 
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7.3.3 FINANCIAL INSTRUMENTS AT COST 

Financial Instruments at cost aro investments in residual interests that do not have a quoted market price in an active market, and whoso fair value 
cannot bo reliably measured Financial instruments at cost are subsequently measured at cost it the fair value cannot bo reliably determined. 
Financial assots aro subjoct to annual impairment roviow Refer to note 7 6 for details on impairment and uncoUoctability of financial assets. 


7.4 RECLASSIFICATIONS 

Tho municipaDty doos not reclassify a financial instrument when it is issued or held. except tor a combined instrument that is required to bo measured at 
fair valuo or an investment in residual inlorest subjocl to cotlain requirements 

7.5 GAINS AND LOSSES 

Gains and losses on tair value measurements .reclassifications , Impairment, derecognition aro recognised in surplus or deficit, 

7.6 IMPAIRMENT AND UNCOLLECTABILITY OF FINANCIAL ASSETS 
Financial assots aro subject to annual impairment review as follows: 

7.6.1 FINANCIAL ASSETS AT AMORTISED COST 

For financial assets at amortised cost; tho municipality assesses whether there is any objective evidence that a financial asset or group of financial 
assets is impaired. If there is objective evidence that an impairment toss on a financial assol has been incurred, tho toss is recognised in surplus or 
deficit Tho municipality assesses financial assets individually, when assets are individually significant, and individually or collectively for financial assets 
that aro not individually significant. Where no objective evidence of impairment oxists for an individually assessed assot, (whother individually significant 
or not), an entity includes the assots in a group of financial assots with similar credit risk characteristics and collectively assoss thorn for impairment. The 
impairment toss is the difference botwoon tho carrying amount and the present valuo of estimated future cash flows discounted at tho original effective 
interest rate. The impairment loss is recognised in surplus or deficit by reducing the carrying amount oilher directly or through tho use of an allowance 
account If. in a period after an impairment loss has been recognised, events occur or circumstances charge that indicate that tho impairment loss 
recognised in a previous period should be reversed, Iho municipality reverses the impairment toss previously recognised either directly or by adjusting an 
altowanco account. 


7.6.2 FINANCIAL ASSETS AT COST 

For financial assets at cost, tho municiparity assesses whother thoro is any objective evidence that a financial assot is impaired. If there is objective 
evidence that an impairment toss on a financial assot has boon incurred, tho toss is recognised in surplus or deficit. Tho impairment loss is the difference 
between the carrying amount and tho present valuo of ostrmatod luturo cash flow discounted at tho current markot rate of return for similar financial 
assots The impairment toss is recognised in surplus or deficit by reducing the carrying amount directly Tho impairment loss is never rovorsod in 
subsequent periods. 

7.7 DERECOGNITION 

7.7.1 FINANCIAL ASSETS 

The municipality derecognises financial assets using trade date accounting Tho municipality derecognises a financial assot only when: 

(a) tho contractual rights to the cash flows from the financial asset expire, are sottfed or waived, 

(h) the municipality transfers to another party substantially all of the risks and rewards of ownership of the financial asset, or 

(c) the municipality, despite having rotained some significant risks and rewards ol ownership of tho financial asset, has transferred control of the asset to 
another party and the other party has tho practical ability to soli tho assot in its ontrroty to an unrelated third party, and is able to exorciso that ability 
unilaterally and without needing to impose additional restrictions on the transfor In this case, tho municipality shall: 

(i) derecognise tho asset; and 

(ii) recognise separately any rights and obligations created or rotainod in tho transfer 

7.7.2 FINANCIAL LIABILITIES 

Tho municipality removes a financial liability from its statement of financial position whon. and only, it is extinguished . A financial liability is extinguished 
when the debtor either 

{a) Discharges the Bability by paying tho creditor, normally with cash, other financial liabilities. goods or services. 

(b) Is legally released from primary responsibility for tho liability oilhor by procoss( expires) of low or by tho creditor ( cancelled) If the debtor has given a 
guarantee , this condition may still be met 

(c) Waivos tho debt or it is assumed by another municipality by way of a non- exchange transaction. 

Interest, dividends or similar distributions . losses and gains rotating to a financial instrument or a component that is a financial liabiGty should bo 
recognised as rovenuo or expense in surplus or dofiert. A financial assot and a financial liability should be offset and the not amount presented in tho 
statement of financial position whon and when. tho municipality: 

(i) Currently has a legally enforceable right to set off Iho recognisod amounts, and 

{ii) Intonds either to settle on a net basis, or to realise the asset and settle the liability simultaneously 

FOREIGN CURRENCY TRANSACTION 

Transactions in foreign currencies aro translated to the functional currency of the municipality at exchange rates at Iho dates of the transactions 

Monetary assots and liabilities denominated in foreign currencies at the reporting date aro retranslated to tho functional currency at tho oxchango rate at 
that date. Tho foreign currency g 3 in or loss on monetary items is tho difference between amortisod cost in the functional currency at tho beginning of tho 
period, adjusted for offcclivo interest and payments during the period, and the amortised cost in foreign currency translated at tho exchange rate at tho 
end of tho reporting period 

Non-monotary assots and liabilities denominated in foreign currencies that are measured at fair value aro retranslated to tho functional currency ai tho 
oxchango rato at tho date that Iho fair value was determined Foreign currency differences arising on retranslation aro recognised in surplus or doficit. 
except for difforoncos arising on tho retranslation of available-for-salo financial instruments, which are recognised In not assets 

Non-monotary items that are moasured in terms of historical cost in a foreign currency are translated using tho oxchango rate at tho date of tho 
transaction. 

Cash flows arising from transactions in a foreign currency aro recorded in Rands by applying to tho foreign currency amount the exchange rato between 
the Rand and tho foreign currency at the date of tho cash flow 

UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is dofined in section 1 of the MFMA as follows: 

-unauthorised expenditure', in rotation to a municipality, means any expenditure inclined by a municiparity otherwise than in accordance with section 15 
or 11(3), and Includes— 

(a) overspending of tho total amount approprialod in tho municipality's approved budget; 

(b) overspending of tho total amount appropriated for a vote in tho approved budget, 

(c) expenditure from a vole unrelated to the department or functional area covered by tho voto; 

(d) expenditure of money approprialod for a specific purpose, otherwise than for that specific purpose, 

(o) sponding of an aitocation referred to in paragraph (b), (c) or (d) of the definition of 'allocation' otherwise than in accordance with any conditions of the 
allocation, or 

(f) a grant by tho municipality othorvaso than in accordanco with this Act 
3.1 IDENTIFICATION AND INTERNAL REPORTING 

Unauthorised expenditure is identified through the municipality’s financial system application controls On identification of the unauthorised expenditure 
duo to ovorsponding on specific votes, tho relevant Hoad of deportment is notified, whore funds aro availabio on other votes within iho directorate, 
viromonts aro made within tho provisions of tho virement policy II aftor tho provisions of the virement policy aro applied, tho unauthorised expenditure 
still romainsfoxist, it is recorded in tho unauthorised expenditure rogistor and reported to the accounting officer, mayor and council in terms of MFMA 
section 32. 
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9.2 COUNCIL DECISION AND ACCOUNTING TREATMENT 

Unauthorised expenditure that is incurred before the adjustment budget process is finalised is condoned by council through the adjustment budget. 
Unauthorised expondlluro that is incurred after the adjustments budget is referred to tho Municipal Public Accounts Conor flee (MPAC) for investigation 
and recommendation to council. Where MPAC after investigation, recomrwnds to council fo certify tho unauthorised expenditure as irrocovorablo and 
write - off, tho unauthorised expenditure is disclosed in the notes to the financial statements as condonod by council. Whoio MPAC determines aftor 
investigation, that tho unauthorised expenditure must bo recovered from tho rolovant official, tho unauthorised expenditure is rocognised as an asset 
(debtor) in the statement of financial position and also disclosed in the unauthorised expenditure note as unauthorised expenditure incurred in tho current 
financial year 

9.3 EXTERNAL REPORTING 

The accounting officor of tho municipality promptly informs the mayor, the MEC for local government in tho province and tho Auditor - General, in writing, 
of: 

(a) Any unauthorised expenditure incurred by the municipality; 

(b) Whether any person is responsible or under investigation for such unauthorised expenditure; and 

(c) Tho slops that have been taken- 

(I) To rocovor or rectify such expenditure; and 
(fi) To prevonl a recurrence of such oxpondituro 


10 IRREGULAR EXPENDITURE 

Irregular expenditure is defined in section 1 of the MFMA as follows: 

"irregular expenditure", in relation to a municipality or municipal entity, means- 

fa) expenditure incurred by a municipality or municipal entity in conlravontion of, or (hat is not in accordance with, a requirement of this Act, and which 
has not been condonod in terms of section 170; 

fb) expenditure incurred by a municipality or municipal entity in conlravontion of, or that is not in accordance vrilh, a requirement of the Municipal Systems 
Act, and which has not been condoned in terms of that Act; 

(c) expenditure incurred by a municipality in contravention of. or that is not in accordance with, a requirement of tho Public Offico-Boarors Act. 1998 (Act 
No. 20 of 1998); or 

(d) expenditure incurred by a municipality or municipal ontity in conlravontion of. or that is rial In accordance with, a requirement of Iho supply chain 
management policy of the municipality or ontity or any of tho municipality's by-laws giving effect to such policy, and which has no! boon condonod in 
terms of such policy or by-law, 

bul excludes expenditure by a municipality which falls within the definition of "unauthorised expenditure" 


10.1 IDENTIFICATION AND INTERNAL REPORTING 

Every expenditure item is reviewed before payment is nude to identify any instances of non-compHanco with tho rolovant Acts and supply chain 
management policy of the municipality. Where an expenditure item is identified as Irregular oxpondituro, it is rocordod in tho irregular expenditure register 
and reportod to tho accounting officor. mayor and council in terms of MFMA section 32. 


10.2 COUNCIL DECISION AND ACCOUNTING TREATMENT 

irregular expenditure reported to council is roforrod to tho Municipal Public Accounts Committee (MPAC) for investigation and recorrenondation to council 
Where MPAC after investigation, rocommsnds to council to certify the irregular expenditure as irrocovorablo and write - off. tho Irregular oxpondituro is 
disclosed in tho nolos to tho financial statements as cortifiod and written - off by council as irrecoverable. Where MPAC determines aflor investigation, 
that Ihe irregular oxpondituro must bo recovered from Iho rolovant official, the irregular expenditure is rocognised as an asset (debtor) in Iho statement of 
financial position and also disclosed in Iho irregular oxpondituro nolo as irregular expenditure incurred in tho current financial year. 


10.3 EXTERNAL REPORTING 

Tho accounting officer of the municipality promptly informs the mayor, tho MEC for local government in tho province and the Auditor - General, In writing, 
of: 

(a) Any irregular oxpondituro incurred by tho municipality; 

(b) Whether any person is responsible or undor investigation for such irregular expenditure, and 

(c) Tho steps that have boon takon- 

(i) To recover or rectify such expenditure, and 

(ii) To prevent a recurrence of such expenditure 

11 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is defined in section 1 of the MFMA as follows 

"fruitless and wasteful expenditure" means oxpondituro that was mado in vain and would have been avoided had reasonable care been exercised. 


11.1 IDENTIFICATION AND INTERNAL REPORTING 

Every expenditure item is reviewed boloro paymont is mado to idonlify whether it meets tho definition of fruitless and wasteful expenditure. Whore an 
expenditure item is idontifiod as fruitless and wastofut oxpondituro. il is recorded in tho fruitless and wasteful expenditure register and raportod to tho 
accounting officer, mayor and council in torrm of MFMA soction 32 

11.2 COUNCIL DECISION AND ACCOUNTING TREATMENT 

Fruitless and wasteful expenditure reported to council is referred to the Municipal Public Accounts Committee (MPAC) for invesligalion and 
recommendation !o council Where MPAC aftor investigation, recommends to council to certify the fruitless and wasteful expenditure as irrocovorablo 
and write - off. the fruitless and wastofut oxpondituro is disclosed in Iho notes to the financial statements os certified and written • off by council as 
irrecoverable Whore MPAC dotoramos aftor investigation, that tho fruitless and wasteful expenditure must bo recovered from tho relevant official, tho 
fruitless and wasteful oxpondiluro is recognised as an asset (debtor) in tho statement of financiat position and also disclosed in the fruitless and wasteful 
expenditure note as fruitless and wasteful expenditure incurred in tho current financial year 


11.3 EXTERNAL REPORTING 

Tho accounting officer of tho municipality promptly informs tho mayor, (ho MEC for toco! government in Ihe province and the Auditor • General, in writing, 
of 

(a) Any irregular expenditure incurred by the municipality; 

(b) Whether any person is responsible or under investigation for such fruitless and wastofut oxpondituro, and 

(c) The stops that havo boon taken- 

(1) To recovor or rectify such expenditure, and 
(ii) To prevent a recurrence of such oxpondiluro 

12 PROVISIONS 

Provisions are rocognisod when tho municipality has a present or constructive obligation as a result of past ovonts, il is probable that an outflow of 
resources embodying economic bonofits will bo required to softie the obligation and a reliable estimate of the provision can bo mado. Provisions are 
reviewed at reporting date and adjusted to reflect tho current best estimate Whore Ihe effect is material, non-current provisions are discounted to their 
present value using a pre-tax discount rato that refiocts tho market's current assessment of tho lime value of money, adjusted for risks spocific to tho 
liability (for example in tho caso of obligations lot tho rehabilitation of tand) 

Tho municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless tho possibility of an outflow of 
resources embodying economic benefits is remote A contingent asset is disclosed where an inflow of economic benefits is probable 

Future ovonts that may affect the amount required to settle an obligation are reflected in tho amount of a provision where there is sufficient objortivo 
evidence that they will occur Gains from tho exported disposal of assots are not takon into account In measuring a provision. Provisions are not 
recognised for future operating lossos The present obligation under an onerous contract is rocognised and measured as a provision. 

A provision for restructuring costs is rocognised only whon tho following criteria ovor and above tho recognition critona of a provision havo boon mot: 

(a) The municipality has a dotailod formal plan for tho restructuring identifying 3l loast: 

(b) Tho municipality has raised a valid exportation in those affoctod that it will carry out tho restructuring by starting to implement that plan or announcing 
its main features to those affected by il. 
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13 LEASES 

13.1 MUNICIPALITY AS LESSEE 

Leasos are classified as finance leases where substantially all the risks and rewards associated with ownership of an assot aro transferred to tho 
municipality. Property, plant and equipment or intangible assets subject to finance lease agreements are initially recognised at tho lower of tho asset's 
fair value and tho present value of Ihe ninimum tease payments. The corresponding liabilities are initially rocognised at tho inception of tho lease and aro 
measured as tho sum of tho minimum loaso payments due in terms of tho loaso agreement, discounted for tho effect of interest In discounting the lease 
payments, tho municipality uses Iho interest rate thai exactly discounts tho loaso payments and unguaranteed residual value to the fair value of the asset 
plus any diroct costs incurred 

Subsequent to initial recognition, tho leased assets are accounted for in accordance with tho stated accounting policies applicable to property, plant, 
equipment or intangibles Tho lease liability is reduced by the lease payments, which aro atocatod botwoon tho loaso financo cost and the capital 
repayment using the effective interest rate method. Loaso finance costs are expensed when incurred. Tho accounting policies relating to derecognition ol 
financial instruments are applied to loaso payables. Tho loaso assol is depreciated over tho shortor of tho asset's usoful life or the loaso term 


Operating looses are Ihose leasos that do not fall within tho scopo of the above definition. Operating loaso rentals aro accrued on a straight-!™ basis 
over tho term of the relevant lease 

13.2 MUNICIPALITY AS LESSOR 

Under a finance lease, tho municipality recognises the lease payments to he received in terms of a loaso agreement as an assot (rocoivablo), Tho 
receivable is calculated as Iho sum of all tho minimum loaso payments to be received, plus any unguaranteed residual accruing to the municipally, 
discounted at the interest rate implicit in tho loaso Tho rocoivablo is reduced by tho capital portion of Ihe loaso Instalments received, with the interest 
portion being rocognised as interest revenue on a time proportionate basis The accounting policies relating to derecognition and impairment of financial 
instnrments aro applied to loaso receivables 

Rental Income from operating leases is recognised on a straight-line basis over Ihe term of the relevant loaso. 

Tho tariff in respect of sewerage is based on the value of consumption used from one point of motor supply 

14 REVENUE 

14.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenuo that accrued to the municipality directly in return for services rendered t goods sold, tho value of 
which approximates tho consideration received or receivable. 

Sotvico charges relating to water are based on consumption. Motors are read on a monthly basis and aro rocognised as rovonuo when invoiced. 
Provisional estimates of consumption are made monthly when mater readings have not boon performed. The provisional ostimalos of consumption aro 
recognised as revonuo when invoiced. Adjustments to provisional estimates of consumption aro made in tha invoicing period in which metors have boon 
road. Thoso adjustments are recognisod as rovonuo in tho invoicing period. Furthor adjustments aro made to lake into account staggered tariffs where 
applicable. Tho ostimalos of consumption botwoon motor readings aro based on C months average reading history 


Servico charges from sev/erage and sanitation aro basod on Iho valuo of consumption used from one point of motor supply and this is sal out in tho 
tariffs of charges approved by Council. 

Rovonuo from tho sale of wator prepaid meter cards is recognized basod on consumption except whore a reliable estimate cannot be made after every 
reasonable effort to gather appropriate information had boon made In those instances, revenue is recognized at the point of sale. 

interest revenue is recognisod on a time proportion basis. 

Revenue from tho rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement. 

Revenue from tho sale of goods is recognised when substantially all the risks and rewards in those goods is passed to the consumer. 

Rovonuo arising out of situations whoro tho municipality acts as an agent on bohalf of another entity (the principal) is limited to the amount of any fee or 
commission payable to the municipality as compensation for executing tho agreed sorvicos 


14.2 REVENUE FROM NON - EXCHANGE TRANSACTIONS 

Revenue from non-oxchango transactions are transactions where the municipality receives revenuo and provide no or a nominal consideration directly in 
return 

A transaction can bo a combination of exchango and non-oxchango transactions In these instances tho municipality dotorminos what portion of tho 
transaction is an exchange transaction and what portion is a non-oxchango transaction and thon recognise it separately 

Most non-exchange transactions that the municipality onters into involve stipulations on transferred assets aro in terms in laws or regulations, or a 
binding arrangement, imposed upon tho use of a transferred asset by ontilies external to Ihe municipality Stipulations can oithor bo in tho form of 
conditions or in the form of restrictions. For both conditions and restrictions tho municipality may bo required to uso tha transfoired assot for a particular 
purpose The municipality uses substance over form to determine whether a stipulation is a condition or restriction. 


14.3 RECOGNITION 

An inflow of resources from a non-exchange transaction, other than services in-kind, that moots tho definition of an assot are recognised as an asset 
when all of the following criteria have boon satisfied 

(a) When the resource is controlled by tho entity as a result of a past ovent; 

(b) It is probable that the future oconomic bonofils or service potential associated with tho resource will flow to tho municipality; and 

(c) Tho fair valuo of Ihe resource can be measured reliably 

An inflow of resources from a non-exchange transaction recognised as an assot is rocognised os rovonuo, oxcopt to the extent that a liability is also 
rocognised in respect ol tho sarno inflow {which is tho caso whon a stipulation is a condition) 

Liabilities aro recognised for conditions lo bo mot which is attached to tho transferred assot. Tho liability is discharged and revenuo rocognised as tho 
conditions aro satisfied 

The municipality doos not recognise service in - kind. 

Tho municipality recognises rovonuo from vat refunds on cash basis 


14.4 MEASUREMENT 

Non-monotary assets such as property, plant and equipment, investment property and inventory, acquired through a non-oxebange transaction, aro 
initially measured at its fair valuo on acquisition dato 

Monetary assets arising out of a contractual agreement, such as cash and rocoivabtos, aro initially measured at fair value on acquisition data 
Rovonuo is measured at tho amount equal to tho incroaso in not assots (i e tho not offect) 


Tho amount recognised as a liability is tho bost estimate of Iho amount required to sottlo tho presort obligation at tho reporting date 
Rovonuo from vat rotunds is measured at gross amounts 

15 BORROWING COSTS 

Borrowing costs that aro directly attributable to the acquisition, construction or production of qualifying assot3 aro capilaSsod lo tho cost of lira! assot 
unless it Is inappropriate to do so Tho municipality ceases tho capitalisation of borrowing costs whon substantially all tho activities to prepare tho assot 
for its intended use or sale ore complete. It is considered inappropriate to capitalise borrowing costs whoro tho link botwoon Iho funds borrowed and tho 
capital asset acquired cannot be adequately established Borrowing costs incurred other than on qualifying assets aro rocognised as an oxponso in 
surplus or deficit when incurred. 
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TRADE AND OTHER RECEIVABLES FROM 


Provision for 


EXCHANGE TRANSACTIONS 

Gross Balances 

Bad debts 

Net Balance 

Trade receivables 

R 



As at 30 June 2017 




Service debtors 




Water and Sewerage 

229 180 297 

144 325 200 

84 855 096 

Direct Payments 

(875 772) 

- 

(875 772) 

Total 

228 304 525 

144 325 200 

83 979 325 

Other Receivables 




Umngeni water debtor 

67 122 

- 

67 122 

Accrued interest 

291 

- 

291 

llembe Enterprise 

- 

- 

- 

Outstanding deposits 

868 962 

- 

868 962 

Sundry Debtors 

4151 851 

- 

4 151 851 

Other debtors 

6 446 558 

- 

6 446 558 

RD Cheques 

- 

- 

- 

Sundry Debtors - FAW Expenditure 

538 879 

533 864 

5015 

Acknowledgement of debt 

209 513 

- 

209 513 

Vat receivable 

1 098 535 

- 

1 098 535 

Total other Receivables 

13 381 710 

533 864 

12 847 846 

VAT is payable on the receipts basis. VAT is paid over 




to SARS only once payment is received from debtors. 




Total Trade and other receivables 

241 686 235 

144 859 064 

96 827 171 

as at June 2016 




Service debtors 




Water and Sewerage 

211 612 744 

132 316 623 

79 296 120 

Direct Deposits 

(1 368 375) 


(1 368 375) 

Total 

210 244 368 

132 316 623 

77 927 745 

Other receivables 




Umngeni water debtor 

2 506 818 

- 

2 506 818 

Accrued interest 

85 572 

- 

85 572 

llembe Enteprise 

- 

- 

- 

Outstanding deposits 

2 248 647 

- 

2 248 647 

Sundry Debtors 

1 955 300 

- 

1 955 300 

Other debtors 

5 166 323 

- 

5 166 323 

RD Cheques 

- 

- 

- 

Sundry Debtors - FA N Expenditure 

25 765 

20 750 

5015 

Acknowledgement of debt 

525 423 

- 

525 423 

Vat receivable 

16 026 392 

- 

16 026 392 

Other receivables 

28 540 239 

20 750 

28 519 489 





Total Trade and other receivables 

238 784 608 

132 337 373 

106 447 234 

Summary of Debtors bv Customer Classification 

Residential 

Industrial/Comm 

National and 



ercial 

Provincial 




Government 


R 

R 

R 

As at 30 June 2017 




Current (0 - 30 days) 

6 657 275 

1 809 961 

2 372 573 

31-60 Days 

6 485 981 

520 036 

927 292 

61-90 Days 

6 253 168 

269 574 

773 444 

91 -120 Days 

6 087 848 

211 925 

520 826 

121 -365 Days 

6 185 592 

190 011 

543 909 

+ 365 Days 

190 180 557 

3 078 484 

17 969 308 

Sub-total 

221 850 420 

6 079 990 

23107 352 . 

Less: Provision for doubtful debts 

(144 325 200) 

- 

- 

Total debtors by customer classification 

77 525 220 

6 079 990 

23 107 352 


at 30 June 2016 




Current (0 - 30 days) 

9 493 628 

1 381 173 

2 968 797 

31 - 60 Days 

6 042 035 

638 174 

2 366 731 

61 - 90 Days 

6 675 022 

2 276 992 

1 867 850 

91 -120 Days 

6 326 705 

131 538 

-312 006 

121 -365 Days 

7 093 896 

254 314 

1 653 334 

+ 365 Days 

146 064 061 

1 464 878 

15 225 621 

Sub-total 

181 695 347 

6 147 070 

23 770 327 

Less: Provision for doubtful debts 

(132 316 623) 



Total debtors by customer classification 

49 378 724 

6 147 070 

23 770 327" 


IS 
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2017 

2016 


R 

R 

Water and Sewerage: Ageing 

Current (0 - 30 days) 

10 839 809 

13 84 3 597 

31 - 60 Days 

7 933 309 

9 046 940 

61 - 90 Days 

7 296 186 

10 819 864 

91 -120 Days 

6 820 599 

6 146 237 

121 - 365 Days 

6 919 511 

9 001 545 

+ 365 Days 

189 370 883 

162 754 560 


Total 

229 180 297 

211 612 744 

Reconciliation of the doubtful debt provision 



Balance at beginning of the year 

Contributions to provision 

Sad debts recovered/ Consumer Accounts Adjustments 

Doubtful debts written off against provision 

Waiver of Debt (Mandeni) applied against the provision 

132 337 373 

40 241 279 
(1 242920) 

(26 476 668) 

88 862 177 

97 678134 
39 279 078 
(9 806 065) 
(83 675 951) 

Balance at end of year 

144 859 064 

132 337 373 

3 CASH AND CASH EQUIVALENTS 



Cash and cash equivalents consist of the following: 

Petty cash and cash on hand 

Bank statement balance 

44 000 

5 722 622 

44 000 

35 872 287 


5 766 622 

35 916 287 


The Municipality has the following bank accounts: 


Water Bank Account 

ABSA Bank Account • Durban Branch 
Account Number 4057878321 - Current Account 


Cash book balance at beginning of year 

(167 655) 

1 428 369 

Cash book balance at end of year 

24 088 

(167 655) 

Bank statement balance at beginning of year 

665 025 

1 863 088 

Bank statement balance at end of year 

856 768 

665 025 

Salaries Bank Account 



First National Bank - Durban Branch 

Account Number 62006302385 - Current Account 



Cash book balance at beginning of year 

46 022 

109 274 

Cash book balance at end of year 

(1 847 676) 

46 022 

Bank statement balance at beginning of year 

46 022 

109 404 

Bank statement balance at end of year 

32 506 

46 022 

Main Bank Account 



First National Bank Account - Durban Branch 

Account Number 50851211546; Current Account 

Cash book balance at beginning of year 

(861 487) 

7 509 528 

Cash book balance at end of year 

1 506 472 

(861 487) 

Bank statement balance at beginning of year 

10 082 

7 854 676 

Bank statement balance at end of year 

1 523 674 

10 082 

Revenue Bank Account 

First National Bank - Durban Branch 

Account Number 62409366722: Current Account 

Cash book balance at beginning of year 

2 459601 

1 677 072 

Cash book balance at end of year 

1 243 347 

2 459 601 

Bank statement balance at beginning of year 

912 060 

1 747 075 

Bank statement balance at end of year 

414 843 

912 060 

Projects Bank Account 



First National Bank • Durban Branch 

Account Number 62046718641 - Current Account 



Cash book balance at beginning of year 

212 664 

1 507 621 

Cash book balance at end of year 

91 

212 664 

Bank statement balance at beginning of year 

34 002 174 

1 507 621 

Bank statement balance at end of year 

51 

34 002 174 

Inter Bank T ransfers 

881 679 

. 
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ILEMBE DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
As at 30 June 2017 


Investment Current Account 
ABSA Bank Account - Durban Branch 
Account Number 9114541258: Call Account 

Bank slatement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 
ABSA Bank Account - Durban Branch 
Account Number 9183363524: Call account 

Bank slatement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 
ABSA Bank Account - Durban Branch 
Account Number 9095950633: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

investment Current Account 
ABSA Bank Account - Durban Branch 
Account Number 9216956711 - Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 

First National Bank Account - Durban Branch 

Account Number 61085067093: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 

First National Bank Account - Durban Branch 

Account Number 74104346206: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 

First National Bank Account - Durban Branch 

Account Number 74453548694: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 
First National Bank 

Account Number 62313562309: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 

First National Bank Account - Durban Branch 

Account Number 62129309937: Call Account 

Bank slatement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 
Standard Bank Account • Durban Branch 
Account Number 293302: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of the year 

Investment Current Account 
Investec Bank Account - Durban Branch 
Account Number 50003100564: Call Account 

Bank statement balance at the begining of the year 
Bank statement balance at the end of ihe year 


2017 2016 

R R 


1 180 111 679 

1 134 1 180 


21 302 


26 17 502 

26 


11 815 


19 10 289 249 

19 


455 540 


2 011 967 


7 626 776 


1 222 
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I LEM BE DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
As at 30 June 2017 



2017 

R 

2016 

R 

Investment Current Account 

Rand Merchant Bank Account 

Account Number XS021900669: Call Account 



Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 

235 700 

222 149 
235 700 

Pettv cash and cash on hand 

44 000 

44 000 

Total investments 

2 013102 

236 924 

Bank Statement Balance' 

2 827 841 

35 635 363 

Cash book balance at beginning of year 

1 733 146 

12 231 863 

Cashbook balance at year end 

1 852 001 

1 733146 

4 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Department of Water & Sanitation (WSIG) 

Ndwedwe local Municipality (Town Development) 

Department of Water & Sanitation (Emergency Drought Relief) 
Department of Cooperative Governance & Traditional Affairs (MIG) 
Department of Water & Sanitation (WSIG) 

Department of Water Affairs (RBIG/LTBWSS) 

27 423 456 

6 813 833 

1 849 693 
60 856 818 
20 762 391 

56 722 601 


Total Other Debtors 

27 423 456 

147 005 337 

5 OTHER NON-CURRENT FINANCIAL ASSETS 



Investments in municipal entity - Enterprise liembe Development Agency 

100 

100 

6 INVENTORIES 



Opening balance of inventories: 

10 609 260 

14 941 091 

Consumable stores - at Net Replacement Cost 

10 148 268 

14 523 286 

Water 

460 993 

417 804 

Movements: 

2 410 797 

(4 331 830) 

Consumable stores 

1 961 209 

(4 375 019) 

Water 

449 588 

43 188 

Closing balance of inventories: 

13 020 058 

10 609 260 

Consumable stores 

12 109 477 

10 148 268 

Water 

910 581 

460 993 

7 NON-CURRENT RECEIVABLES 



Staff Debtors 

257 126 

271 808 

Less: Provision for bad debts 

(236 494) 

(236 494) 

Total 

20 632 

35 314 


These loans were as a result of bursaries granted to 
certain staff members as part of a bursary scheme 
approved by council in previous financial years. 

8 INVESTMENTS 

Financial Instruments 

ABSA zero coupon investment 25 809 873 24 419 710 


This investment has been ceded as security against the 
long term loan from ABSA disclosed in Note 15 
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Land Buildings Infrastructure Assets Under Other Assots Finance lease Total 

10,1 Reconciliation of Carrying Value Water 4 Sower Construction assets 



Capita! Projects - Can celled/Delays In Construction 






ILEMBE DISTRICT MUNICIPALrTY 
NOTES TO THE FtNANANCIAL STATEMENTS 
for year ended 30 June 2015 






ILEMBE DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
As at 30 June 2017 


11 HERITAGE ASSETS 

11.1 Reconciliation of carrying value 

As at 1 July 2016 

Cost 

Accumulated impairment losses 

As at 30 June 2017 

Cost 

Accumulated impairment losses 


11.2 Reconciliation of carrying value 

as at July 2015 

Cost 

Accumulated impairment losses 

as at June 2016 

Cost 

Accumulated impairment losses 


Moveable Objects 

Total 


R 

205 578 

205 578 

205 578 

205 578 

205 578 

205 578 

205 578 

205 578 

Moveable Objects 

Total 

R 

R 

205 578 

205 578 

205 578 

205 578 

205 578 

205 578 

205 578 

205 578 

- 

- 
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ILEMBE DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
As at 30 June 2017 


12 INTANGIBLE ASSETS 


12 Reconciliation of carrying value 

Licenses 

Computer Software 

Total 



R 

R 

As at 1 July 2016 

3 395 914 

2 167 932 

5 563 846 

Cost 

4 852 360 

7 820 079 

12 672 439 

Prior year error (Cost) 

161 000 

- 

161 000 

Prior year error (Amortization) 

31 267 

* 

31 267 

Accumulated amortisation and impairment losses 

(1 648 712) 

(5 652 148) 

(7 300 860) 





Acquisitions 

1 884 400 

- 

1 884 400 

Other Movements 

- 

- 

- 

Amortisation 

(1 801 162) 

- 

(1 801 162) 

As at 30 June 2017 

3 157 152 

2 167 932 

5 325 083 

Cost 

6 575 760 

7 820 079 

14 395 839 

Accumulated amortisation and impairment losses 

(3 418 608) 

(5 652 148) 

(9 070 755) 

12 Reconciliation of carrying value 

Licenses 

Computer Software 

Total 


R 

R 

R 

As at 1 July 2015 

2 665 864 

2 167 932 

4 833 798 

Cost 

2 485 590 

7 820 079 

10 305 669 

Prior year error (note 31) 

254 772 

- 

254 772 

Accumulated amortisation and impairment losses 

(74 497) 

(5 652 148) 

(5 726 645) 


Acquisitions 

2 433 870 


2 433 870 

Other Movements 


- 

- 

Amortisation 

(1 885 086) 

- 

(1 885 086) 

Carrying value of disposals 

(11 001) 


(11 001) 

Cost 

(67100) 

- 

(67 100) 

Accumulated amortisation 

56 099 

- 

56 099 

Other movements 

- 

- 

- 

As at 30 June 2016 

3 203 648 

2 167 932 

5 371 579 

Cost 

4 852 360 

7 820 079 

12 672 439 

Accumulated amortisation and impairment losses 

(1 648 712) 

(5 652 148) 

(7 300 860) 
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I LEM BE DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
As at30 June 2017 


SDM IDM 

2017 2016 

R R 


13 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 


Trade creditors 

Consumer debtors with credit balances 

Staff leave accrual 

Outstanding payments 

RO Cheques 

Other creditors 

13th Cheque 

C o ns umer wate r d g po sits 
Total creditors 


121 933 728 
8 307 754 
11 6S1 239 
t 894 790 
42150 
79 492 892 
5 509 732 
5 387 773 
234 300 057 


64 812 230 
7 236 456 
11 150 380 
34 826 489 
42 300 
217291 187 
4 428 484 
5185167 
344 972 698 


The fair vslue of trade and other payables approximates thoir carrying amounts 


VAT is payable on the receipts basis VAT is paid over to SARS only once payment is received from debtors 
14 TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS 


Unspent Conditional Grants and Receipts 

Provincial Township Establishment 962 942 1 166 610 

Water Services Operating Grant - 2 915 980 

Rural Transport Service Grant - 104 891 

Grants - Other _*_ 3Q0 000 

Total Unspent Conditional Grants and Receipts _962 942_4 487 483 


Non-current unspent conditional grants and receipts 

Current portion of unspent conditional grants and receipts 962 942 4 487 482 


See Note 21 for toco neutron of grants and receipts Those amounts aro invested in ring-fenced investment until utilised. 
15 BORROWINGS 


Develop ms nl Bank of South Africa 
ABSA 


53 281 994 54 611 487 

31 566 863 _ 30 000 0Q0 

84 848 857 84 611 487 


Loss : Current portion transferred to current liabilities 5 47S 551 . 6 136 403 

Development Bank of South Africa 
ABSA 


Non current portion of borrowings 79 373 305 _ 7fl 475 0B4 


Development Bank of South Africa 

Boar interest at rotes between 9 02% and 11 04% per annum and are repayable every six months with the last repayment duo 
on 30 September 2025 

ABSA Loan 

Bears interest at 10 8% per annum, interest is paid quarterly and the loan is repayable in 2025 
Refer to Appendix A for more detail on borrowings 


3 908 688 2 937 6B5 

1 566 663_3 198719 


16 FINANCE LEASE LIABILITY 
As at 3D June 2017 

Amounts payable under finance leases 


Minimum tease Future finance 
payment charges 

R R 


Present value 
of minimum 
lease payments 
R 


Witten one year 14 236 366 112 067 14 124 319 

Within two to five years i _ _ ,,, ,, , i - _^ 

14 236 366 _ 112 067 _ 14 124 319 

Loss Amount duo for settlement within 12 months (currant portion) 1,4 124 319 


Mfrirnum Urn paymen t! 

Capita! amount within one year 
Residual value at contract expiry 


697 471 
13426 848 
14 114 319 


Tho leases aro for a variety of motor vehicles and computers equipment that aro utilised in the course of performing the 
Municipality's powers and functions 


Motor vehicle leases are for three years The interest rates vary between 9 0% and 15 5% The termination dates vary bo tween 
November 2015 and June September 2017 The leases are repaid monthly and include maintenance and make prom bn for 
the payment of excess distance travelled where applicable At the termination of the leases the vehicles revert to tho lessor 


Computer equipment leases ate for throe yaars The interest rate charged is linked to the prime rate The termination dales 
vary between Juno 2014 and May 2017 The leases are repaid monthly and include maintenance and insurance At termination 
of tho leases tho computer equipment revert to the lessor 


as at 30 June 2016 

Minimum lease 

Future finance 

Present value 

of minimum 


payment 

charges 

lease payments 

Amounts payable under financo leases 

R 

R 

R 

Within one year 

17 579 475 

2 115699 

15 463 776 

Within two to five years 

3 277 303 

297 157 

7 980 147 


25 856 778 

2 412 855 

23 443 923 

Loss Amount due for sotltomont within 12 months (current portion) 



15 463 776 

7 980 147 


The leases are for a variety of motor vehicles that are utilised in the course of performing the Municipa3it/$ powers and 
functions The leases are for live years and 240 000 kBometrcs The interest fates vary between 9 0% and 15 5% The 
termination dates vary between November 2013 and November 2015 Tho leases aro repaid monthly and include maintenance 
and make provision for tho payment of excess distance travelled whore applicable At tho lerminationof the leases the vehicles 
rovort to the lessor 

17 SERVICE CHARGES 


Sale of water 

90 737 351 

95 099 055 

Sovwsrage and sanitation charges 

66 446 025 

59104 375 

Revenue Forgone 

(20 545 914) 

(9 BBS 513) 

Total Service Charges 

Sale of water is broken down into pro pad sales and conventional motors water sales 

136 637 461 

145 147 918 

17.1 Sale of Water 

Prepaid water sales 

25 327 943 

25 250 754 

Conventional meters water sabs _ 

65 409 408 

70 64S 301 


90 737 351 

95 899 055 

Revenue Forgone 

(512 567) 

(294 564) 

Tola! Water S 3 I 05 

90 224 784 

85 604 492 


re 




ILEMBE DISTRICT MUNICIPALITY 
NOTES TO THE financial STATEMENTS 
As at 30 Juno 2017 


IDM IDM 

2017 2016 

R R 

18 RENTAL OF FACILITIES AND EQUIPMENT 

ilombo Audilortum 13 244 14 221 

R o ntal of fac il itio $ _ -_ l - 

Total rentals _ 13 244_14221 


15 I NT EREST EARNED - BANK BALANCES 


Bank 

2 BS4 791 

4 76BS3B 

20 INTEREST EARNED * OUTSTANDING RECEIVABLES 

Interest on debtors 

18 997 572 

18 195 506 


21 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 

373 891 000 

338 089 801 

Municipal Infrastructure Grant 

186 964 000 

238 540 934 

Other Government Grants and Subsides 

201 656 580 

326 300121 

Total Government Grantancf Subsidies 

762 531 580 

902 930 856 

21.1 Equitable Share 

Balance unspent at beginning of yoar 



Current year receipts 

373 691 000 

338 089 801 

Conditions met - transferred to revenue 

(373 891 000) 

(338 089 601) 

21.2 Municipal Infrastructure Grant 

Balance unspontat beginning ofyear 

(60 856 819) 

- 

Cuneni year receipts 

186 984 000 

189590 000 

Conditions mol* transferred to revenue 

(186 934 000) 

(236 540 934) 

Adjustments and Transfers 

60 856 619 

HI 905 SB5) 

Conditions met * balance remain In transfer payments debtors (see note 4) 

0 

{60 856 819) 


Adjustments and transfers relate to amounts disclosed on note 31 as a correction of prior year overstatement 

21.3 Other Grants 


Batanco unspent at beginning of year 
Current year receipts 
Conditions met* transferred to revenue 
Adjustments and Transfers 

Conditions still to be mot - remain liabilities {see noto 14} 


300 000 EG4 846 

905 637 

(300 COO) (1470 483) 


JO)_300 000 


21.4 WATER SERVICE OPERATING GRANT 


Balance unspent at beginning of yoar 

2 915 9BD 


Current year receipts 


4 000 GOO 

Conditions mot* transferred to revenue 

(2 850 182) 

{1 084 020) 

Adjustments and Transfers 

(65 79BJ 


Conditions still to bo mot * remain liabilities (see note 14) 

(0) 

2915 9S0 

Adjustments and transfers relate to amounts disclosed on note 31 as a correction of prior year overstatement 


21 JS REGIONAL BULK INFRASTRUCTURE GRANT * LTSW3S 

Balance unspent at beginning of year 

(56 722 601) 


Current year receipts 

127 452160 

100 977 074 

Conditions met* transferred to revenue 

(125 517 456) 

(141 075 826) 

Adjustments and Transfers 

25 488751 

(16 623 850) 

Conditions met* balance remain In transfer payments debtors (see noto 4) 

27 423 455.89 

{56 722 601) 


Adjuslmortfs and transfers relalo to amounts disefosod on note 31 as a correction of prior yea? overstatement 
21.6 RURAL TRANSPORT SERVICE 


Batanco unspent at beginning of yoar 1C4 S91 

Current year receipts 2 174 000 

Conditions met * transferred to revenue (2 049 594) 

Adjustments and Transfers (229 29B) 

Conditions still to be mat • remain liabilities (see noto 14) -0 


Adjustments and transfers relate to amounts disclosed on role 31 as a correction of prior year overstatement 


2 116 000 
(2 003 059) 
ffl 050) 
104 891 


21.7. SHARED SERVICES GRANT {DPSS) 


Balance unspent at beginning of year 

Current year receipts * 250 000 

Conditions met - transferred to revenue - (250 000) 

Adjustments and Transfers _ 

Conditions mot • _ 


21.8 MUNICIPAL WATER INFRASTRUCTURE GRANT 


Balance unspent at beginning of year 
Current year receipts 
Conditans met* transferred to revenue 
Adjustments and Transfers 

Conditions met * balance remain in transfer payments debtors (see note 4} 


(20 762 391> 

62 500 000 125 366 820 

(58 500 000) (146129 211) 

16 762 391 _ 

_{0) (20 762 391) 


Adjustments and transfers relate to amounts disclosed on noto 31 as a correction of prior year overstatement 

21.9 PROVINCIAL TOWNSHIP ESTABLISHMENT 


Balance unspent at beginning of year 1 166610 1 166610 

Current year receipts 

Conditions met * transferred to revenue 

Adjustments and Transfers — _ (1 1666101 _*_ 

Conditions Still to be met - remain liabilities (see note 14) 0 1 166 610 

Adjustments and transfers relate to amounts disclosed on note 31 as a correction of prior year overstatement 

21,10 KWADUKUZA M UNICiPAL INFRASTRUCTURE GRANT 


Balance unspent at beginning of yoar 
Current yoar receipts 
Conditions met* transferred to revenue 
Adjustments and Transfers 
Conditions met 


6 100 223 
(5417819) 
(682 404) 


Adjustments and transfers relate to amount declared as vat output 
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I LEM BE DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
As at 30 Juno 2017 



IDM 

IDM 


2017 

2016 


R 

R 

21.11 FI HANG IAL M ANAG E M E NT G RANT 

Balance unspontal hoginning of year 

_ 

. 

Current year receipts 

1 250 000 

1 250 000 

Conditions met-transferred to revenues 

0 250 000) 

<1 148 086) 

Adjustments and Transfers 

- 

f101 9141 

Conditions met 


• 

Adjustment for rwnvatable Hams 

21,12 EXPANDED PUBLIC WORKS PROGRAMME 

Balance unspent at beginning of year 

0 

2 267 171 

Current year receipts 

1 550 000 

1 536 000 

Conditions met - transferred to revenue 

n 650 000) 

(537 370) 

Adjustments and Transfers 

- 

C3 265 801) 

Conditions met 

0.00 

0 


21.13 MUNICIPAL SYSTEMS IMPROVEMENT GRANT 

Balance unspent at beginning of year 

. 


Cunent year receipts 

* 

940 000 

Conditions mot - transferred to revenue 

- 

- 

Adjustments and Transfers 

- 

- 

Conditions still to be mot - remain liabilities (see note 14) 

' 

940 000 

21.14 NDVteDWE TOWN DEVELOPMENT 

Balance unsponlat beginning of year 

(6 813 633) 

. 

Current year receipts 

10 816 737 

96GB990 

Conditions met ♦ transferred to revenue 

(3 534 155} 

(14 456617) 

Adjustments and Transfers 

11 431 691} 

(2 024 2061 

Conditions still to be met - remain liabilities (see note 14) 

<902 942) 

(6 813 833) 

Adjustments and transfers relate to amounts disclosed on note 31 as a correction of pnor year overs late merit 

21.15 DROUGHT RELIEF GRANT - f4ATIONAL DISASTER MANAGEMENT GRANT ICOGTA/NDMC) 

Balance unspent at beginning of year 0 

5 468 894 

Current year receipts 

Conditions met - transferred to revenue 


(5 468 694) 

Adjustments and Transfers 

Conditions mot 

0 

0 


21,16 DROUGHT RELIEF GRANT ■ NATIONAL DISASTER MANAGEMENT GRANT (DWS) 

Balance unspent at beginning of year 

(1 849 093} 


Current yoar receipts 

- 

4 054 504 

Conditions mot - transferred to revenue 

- 

(5 205 200) 

Adjustments and Transfers 

1 649 693 

(693 993) 

Conditions mat • balance remain In transfer payments debtors (see nolo 4) 

<«! 

(1 849 693) 


Adjustments and transfers relate to amounts disclosed on note 3i as a correction of prior year overstate moot 


22 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 



22,1 Other Income 



Tender Documents 

123 653 

262 888 

Tele phene recovered 


123 815 

Clearance certificates 

1 084 305 

970 849 

Private developers 

1 805 382 

3 421 038 

Si 2 a Water Concession 

2 027 6B7 

1 531 3B7 

Insurance proceeds 

- 

- 

Shared Service 

2 314 913 

2 256 670 

Enterprise llembe 

677 9B3 

1 166 764 

LG Seta Income 

191 465 

464 609 

Now connections 

- 

1 312 

Vat Refunds 

- 

- 

Other income 

1 045 773 

247 750 


9 271 161 

10 455 083 

22.2 Public contributions and donations 



Gain on sale of assets 

4 355 


Loss on sale of assets 

(24 668) 


Tota! public contributions and donations 

120 314) 


23 EMPLOYEE RELATED COSTS 



Employee rotated costs - Salaries and Wages 

118 035 466 

113 409 $58 

Employee rotated costs * Contributions for UIF. pensions and medical aids 

24 073 824 

22 795 679 

Travel, motor car. accommodation, subsistence and other allowances 

7 007 922 

4 681 415 

Housing benefits and allowances 

1 440 063 

1 323 389 

Overtime payments 

5 044 559 

6 490 264 

Performance and other bonuses 

9 901 004 

8 495 067 

Long-servico awards 

1 569 706 

1 272 520 

Other employee related costs 

4 951 231 

4 507 337 

Employee Related Costs 

173 6B4 174 

162 976 730 

There were no advances to 



employees. 



Remuneration of the Municipal Manager 



Annual Remuneration 

1 102 424 

1 036 486 

Travel, motorcar, accommodation, subsistence 

143 054 

134 957 

Contributions to UIF, Medical and Pension Funds and other allowances 

1 7B5 

1 785 

13th Cheque Provision 

05 595 

62 480 

Peformanco Bonus 

37 955 


T otal 

1 380 812 

1 235 708 


The Municipal Manager position was filled in June 2015 



fLEMSE DISTRICT MUNICIPALITY 
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IDM 

EDM 



2017 

2016 



R 

R 

Remurmrabon of the Chlcr Financial Of Few 




Annual Rermjiwalxxr 


421,010 

953.230 

Travel. motorcar, accommodation. subsistence 


02,417 

209,246 

Con bitty tons to U1F, Medical and Pension Funds and other allowances 


602 

1,765 

Peformance Bonus 


11,625 


Total 

_ 

525,944 

1,164,281 


Technical 

Corporate 

Corporate 

Remuneration of fncflviduaJ Executive Directors 

Services 

Services 

Governance 


R 

R 

R 

As at 30 Juno 2017 




Annual Remuneration 

1,205,683 

615,169 

1.164,527 

Travel, motor car, accommodation, subsistence and otter allowances 


269,670 

- 

Contributions to UIF, Medical and Pension Funds 

1,735 

61264 

1,735 

Performance Bonus 

11.376 

21 972 

76.903 

Total 

1,210.049 

1,196.284 

1.243,215 


R 

R 

R 

Juno 2016 




Annual Remuneralko 

1,137,630 

760,027 

1,098.611 

Travel, motor car, accommodation, subsistence and other allowances 

- 

254,603 


Contributions to U1F. Medical and Pension Funds 

1.765 

73,765 

1,765 

Total 

1,139.415 

1,100,395 

1,100^95 


24 REMUNERATION Of COUNCILLORS 



Mayw 

907.200 

854,676 

Deputy Mayor 

736.597 

753,307 

Speaker 

702,624 

457,700 

Exccutivo Committee Members 

1.185,653 

1,830,603 

Count Eors* Aflowances 

<339,010 

5.503,684 

Councilors' pension and medical aid contributions 

140,555 

303,744 

Total Councilors’ Remuneration 

9.020,646 

9.713.998 

In-kind Benefits 



The Mayor, Deputy Mayor, Speaker and Executivo Committee Members an 

a futt'&ne. Each Is presided wth an 

office and 

secretarial support at the cost of the Council 



Tho Mayor. Deputy Mayor and Speaker has use of the Council owned vth»do for official duties The Mayor has 4 ful-fcmo 

Protectors. 



25 DEPRECIATION, IMPAIRMENT AND AMORTISATION EXPENSE 



Depredation 

79.402,402 

63,743 402 

Impairmentof Assels 

8,685,865 

4,048,629 

Intertable assets Amcrtcatton 

1,801,162 

1,685,086 

Total Depredation. Impairment and Amortisation 

97,979,450 

69,680,117 

The impairment recognized mainly relates to Impairment of infrastructure assets due to the impact of drought 


28 FINANCE COSTS 



Borrowings 

2.034.451 

6,019.226 

Leases 

7 042316 

2,428 563 

Total Finance Costa 

0,976,764 

8 , 447,9 09 

27 BULK PURCHASES 



Water 

75 603.000 

62.752.475 

Total Bulk Purchases 

75.803.6m 

02,752.475 

28 CONTRACTED SERVICES 



Contracted services for: 



Plant Hire 

17,659.331 

30,926,024 

Security 

19,607,729 

20,555,719 

Saiga gam bs 

1.420.013 

5,856.626 

Rentofcf Smart Boxes 

220,408 

183,320 

Meter reading contractors 


27,600 

Fan & Copier’ rentals 

1,039449 

2.955,538 

VP Tenets Expenditure (MIG Operational) 

7,382,706 

25.587,032 

Rural Reads Assets Systsms Management Grant (RRAMS) Expenditure 

1.707,869 

1.021.807 | 

Oevetspmenl and Planning 


139.324 

Lease of Vehicles - M sntenance 


6,645,203 

Rental of B inklings 

61,705 

15,720 

Vohicle Hire 

427,300 

710.727 

Insurance 

1,390 263 

1.743.687 


52,146,813 

97,464,387 

30 GENERAL EXPENSES 



Included in general expenses are the following > 



Ad verts tog 

1,038.223 

1,422,403 

Audit fees 

2,216,276 

2,524.000 

Bank charges 

232.152 

218.140 

Cleaning 

802,343 

943.643 

Conferences and delegations 


25.184 

Entertainment 

237,052 

1,067.703 

Fuel and oi 

13,601,498 

10,802,318 

Insurance 

- 


Legal expenses 

224.675 

322,668 

LG Seta Expenditure 


126,654 

Licence feos - vehicles 

50,080 

43 043 

Membership fees 

2.016,202 

1,024,850 

Postage 

1,767,684 

1,770.040 

Printing and stationery 

62,478 

1.025534 

Professional fees 

2,604,539 

1,187.675 

Disaster Management 

652,085 

1,638.260 

10P & Planning 

43.786 

24 960 

Property rates 

371,003 

617,991 

Commission Agency 

1,558.621 

1,059,122 

Special Prefects * Youth. Gender. HIV 

373.140 

538,132 

Sports Development 

224.335 

577,901 

TeJeotemi cost 

1,504.011 

3.081,687 

Training 

2,453,437 

2.527,364 

Travel and subsistence 

101,513 

2.243,555 

Uniforms 8 overalls 

2,384.654 

1.603,082 

Wafer and Sanitation * Siza Water Concession area 

2,150.183 

1003,118 

Electricity & Water 

25 063 400 

22.370 328 

Local Economic Oevefcpment Protects 

21,463 363 

19,573,093 

Consumables (Repairs and Maintenance) 

31 058.042 

47,613055 

Shared Services 

2.800 532 

1,384 083 

PubSc Participation 

516,161 

53a ^72 

Siza Water cons es sicn contract monitoring fee 

752,700 

2,332,309 

Other 

1.504,120 

4 487,553 


120,682,391 

137,857.240 
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IDM 

IDM 


2(117 

2010 


R 

R 

30.1 Repairs and Maintenance 



Repairs and Maintenance is made up of Ihs following 



Consumable <• Inventory 

31 958 042 

47 613 055 

Contracted Services _ 

- 31 042 332 

13 807 914 

Tola! Expenditure on Repairs and Maintenance 

03 000 374 

61 420 969 

31 CORRECTION OF PRIOR YEAR ERRORS AND CHANGE IN ACCOUNTING POLICY 



Property, plantand equipment 



Change m the remaining useful life of ass els that does no/ meet the 
requirements of o change m estimate 

(129 733) 

254 772 

depreciation 

(3 635 724) 


Trade and other Receivable® from exchange transactions 



VAT not claimed when payment was made 

86 443 


Prior year transactions relating lo sundry debtors 

(25 550) 


Consumer Debtors adjustment as a result of deanng unallocated deposits 
Other debtors mainly rotates lo enterprise dembe balances alignment i vith 


(3 769 483) 

IDM and staff recovenes 

- 

102 245 

Trade and other receivables from non exchange transactions 



Resta/emenf of grant debtors that were overstated in 201C 

Reversal Dt4^ (htVSiC • cost not accepted as part of Drought fnlcn/enbon, 
restatement of debtor balance 

(103 504 244) 

(1 048 038) 

Stock Adjustments * Reversal of NRV for the prior year 

Non Curront Finance Lease Liability 

t 274 587 

356 873 

Correction of expenditure provtous/y recognised as a tease ft ability, 
rovers of of operational lease fiabifiry 


306 208 

Trade and other Payables 



Expenditure provided for in the prior financial years whreb has not bo paid 
to date due to various reasons 

56315$ 

391 900 

Reversal of prior year invalid accruals 

16 138 446 


Monies deposited to the main bank accounun pnor year which have not 
been allocated to dale 

2 177011 


Correction of prior year trade creditors 

5 161 920 


Rc^instoment of DBSA loan balances a! year end 

(3 711 063) 


Other 

- 

46 492 


(90 604 710) 

(3 318 943) 

31,1 PRIOR YEAR ADJUTSMENTS 



Trade and other Receivables from exchange transactions 



Consumer Debtors adjustment os a result of clearing unallocated deposits 

(687 256) 


(587 256) 


32 CASH GENERATED BY OPERATIONS 



Surplus/(dolcit)for the year 

330 506 893 

419 779 530 

Adjustment for- 



Depreciation and amortisation 

87 979 450 

69660 117 

Transfers to /from accumuJatod surplus//deficit) 

(79) 

* 

Forex g&irVOOSS) 

(78 248) 

1 127 527 

Loss on disposal of PPE 

20 314 

422 371 

Contribution lo provisions - non-current 

40 241 279 

97 678134 

Contribution lo provisions - current 

1 295 916 

1 507 006 

Finance costs 

9 976 764 

8 447 809 

Prior Year Ad/us Inserts 

(90 604 710) 

(3 318 943) 

Investment Income 

(2 854 791) 

(4 768 530) 

Bad debts written off _ 

/26 476 6681 

(9 BOG 065) 

Operating surplus before working capital changes: 

350 006120 

580 74B949 

Increase' (decrease) in inventories 

(2 410 797) 

4 331 830 

Inerease/idesrcase) in trade receivables 

9 620 063 

30 088 630 

(1 rare aseydecr ease in other receivables 

119 581 861 

(72 819 331) 

Increase in conditional grants arri receipts 

(3 524 540) 

(5 280 040) 

(Decrease) Increase «n bade payables 

(110 672 641) 

78 085 725 

Other assets (Bad debts recovered) 

- 

- 

Other liability _____ 


- 

Cash go no rated by/(utilisod in) operations 

362 600 086 

615 155 813 

33 CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 



Cash and cash equivalents included in the cashflow statement comprise the following: 



Bank balances and cash __ 

6 766 622 

35 916 287 

Not cash and cash equivalents {net of bank overdrafts) 

5 766 €22 

35 916 287 

UNAUTHORISED, IRREGULAR, 



FRUITLESS AND WASTEFUL 



34 EXPENDITURE 



34.1 Unauthorised expenditure 



Reconciliation of unauthorised expenditure 



Unauthorised expenditure current year 

40 409 739 

62 514 566 

Certified as irrecoverable and written off by council in terms of Mr MA section 32 _ 

- 

(62 514 568) 

_ 

40 409 739 

- 


Incident 

Purchase of municipal vehicles to be utilized as tools of trade by the Mayor and 
Deputy Mayor 

The vehicle was acquired through an outright purchase and there was no provision in 
lha budget for the outright purchase The municipality had initially planned to acquire 
this vehicle through leasing option with its contracted leasing financial institution which 
later proved not to be economically viable 

This expenditure relates to the implementation of Lower Thukela Bulk Water Supply 
Scheme (LT8WSS) which is funded through ths RBIG from the Department of Water 
and Sanitation The initial allocation for the financial year was RISC mil and was later 
cut back to Rt40mit The cut back was factored in the adjustment budget however at 
the time the cut back was implemented commitments in terms of expenditure were 
already made (on the basis of Rl56m3) and thereby making it rat easy lo cut down on 
certain projects within the LTBWSS 

This relates to over expenditure on depreciation & asset impairment The condition 
assessment as Will as the physical verification conducted on municipal infrastructural 
assets revealed that the current status ol certain assets is worse then H had been 
anticipated during the budget process This is mainty attributable to the ageing of 
infrastructure as wen as human acts of vandalism on sites that are presently not 
guarded. 

Action la ken 

Council has considered and rated items of unauthorised oxpendtu/o and has 
referred them to MR AC for further scruitiny Any further action w£l be taken upon 
MPAC's recommendation to Counci 
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34.2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Fruitless and wasteful expenditure current year 

Certified as irrecoverable and written off by Courted in terms of MFMA section 
32/Recovered from responsible officials 

Incident 

Interest payment arising out of a depute with Sap pi over an old debt entering amt or 
accounts that had not been billed by Sappi between February 2012 and May 2014 

Interest levied by SEM3CORP siza water on late payment of invoices in respect of 
free basic scrvtces the delay in payment of those Invoices was duo to a long 
standing dispute on the method of billing for free basic services 

Interest levied by KwaDukuza Local Municipality on late payment of electricity 
accounts 

Action taken 

The municipality is in the process of implementing measures that are 3imed at turning 
around the current status of municipal finances The primary objective is to ensure 
financial sustainability and healthy liquidity of the municipality 
Council has considered and noted items of fruitless and wasteful expendlure and has 
referred them to MPAC for further scrutiny Any further action will be taken upon 
LtPAC'S recommendation to Council 


IDM 

2018 


236 222 
<236 222) 


IDM 

2017 


34,3 Irregular expenditure 

Rec o nc itiatio n o f in o gul or o xpo nd flur* 

Irregular expenditure current year 8 523 373 t 162 385 

Certified by council as irrecoverable and written off m terms of MFMA section 32 (1 162 385) 


Irregular expenditure awaiting corporation _8 523 373 


Incldont 

This service provider was contracted by the Municipality between 2010 and 2011 to 
carryout debt collection for the munapality At the time of appointment the requiste 
bidding processes were not fully complied with resulting in the appointment rendered 
irregular. 

Action taken 

Ccuncfl has considered and noted items of fruitless and wasteful expendlure and has 
referred thorn to MPAC for further scruitiny Any further action will be taken upon 
MPAC’s rocommendation to Council. 


34.4 Deviations 


Deviations wore approved in terms of regulation 36 of the Supply Chain Management Policy 


Tutel value 

12 579 551 

9 74 B 552 


12 579 551 

9748552 

additional DISCLOSURES IN 

TERMS OF MUNICIPAL 



35 F 1NANC E M A MAG EM ENT ACT 



35.1 Contributions to organised local government 



Opening balance 

370 111 

465 283 

Council subscriptions 

1 545 687 

1 714 103 

Amount paid - current 

H 949 G00) 

(1 829 276) 

Balance unpaid (Included in payables) 

366198 

370 111 

35.2 Audit foes 



Cunont year audit fee 

2 216 276 

2 524 000 

Amount pad - current year 

(2 216 276) 

(2 524 000) 

Balance unpaid (included In payables) 

- 


35.3 VAT 



VAT input receivables 3rd VAT output payables are shown in note 13 

Alt VAT returns have been submittad by the due date 

throughout the year 



35.4 PAYE and UIF 



Opening balance 

2 225 007 

1 826 613 

Current year payroll deductions 

26 765 009 

25 349 950 

Amount paid - current year 

(22 225 719) 

(23 124 943) 

Amount pad * previous years 

(2 225 007) 

11 826 G13) 

Balanco unpaid (included In payables) 

4 539 289 

2 225 007 

The balance represents PAYE and UIF deducted in May 2017 and Juno 2017 payroll. These amounts are paid i 

n the following 

month which is July 2017 



35.5 Pension and Medical Aid Deductions 



Opening balance 

3 147 774 

2 794 089 

Current year payroll deductions and Council Contributions 

42 45$ 126.73 

36 346 979 

Amount paid - current year 

(38 765 646) 

{33 193 206) 

Amount paid - previous years 

(3 147 774) 

(2 794 089) 

Balance unpaid {Included in payables) 

3 672 263 

3 147 774 


The balance represents Pension & Medical asd deducted in May 2017 and June 2017 payroll These amounts were pa-d in July 
2017 except medical a?d and RA which wore paid in the month of deductionwhich is Juno 2017 


35.6 Councillor's arroar consumer accounts 
Councillor NG Mthethwa 
CounciflorR Singh 
Councillor MD Mpofu 

Total Councillor Arroar Consumer Accounts 


663 

19 030 

1 159 _^ 

20189_663 


35.6 Material losses 
35.6.1 Asset impairment (losses)/ 

Reversal (6 665 865) (4 048 629) 

The current year impairment is a result of ageing infrastructure due to the impact of 

drought 


35.6,2 Debt Impairment (losses) {26 476 666) (9 806 065) 

A though the revenue collection has sightly improved compared to the pnor year, 
council has incurred material debt impairment losses written off against the provision 
for bad debts This is mainly as a resell of restricted inactive accounts that are 
eccummulating interest with no corresponding payments pensioner accounts and 
deceased consumer accounts that are accumulating interest This write-off has 
resulted in a decrease m consumer debtors and provision for bad debts 
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10 M IDM 

2017 2016 

R R 


35*6.3 Waiver of right relating to Financial Asset - (83 675 351} 

An amount of R S3 675 951 Is distinguished from a write off of debt but is os per the 
v/aivof of tbs contractual right to collect debt by iLombe Distciic17/uns:fpality from 
Iho Mancie rtf Community duo to violent protests that erupted just before the local 
government election. 

In terms of paragraph 66 (a J of GRAP 104 art entity shall derecognise a financial 
asset only when: (a) the contractual rights to the cashflows from toe financial asset 
oxpiro, are settled or waived. 

Paragraph69 of toa same GRAP standard states that an entity may waive ths right to 
receive contractual receipts under the lerm$ of an existing arrangement. 


Distribution Looses 
Units lost {kilolitres} 
illegal connections and other 
Main leaks 
Rose voir overflows 
Service conn&c lion leaks 
Units lost (kilolitres) 


Percontago 

distribution 

54% 5 913 722 2 3Q8 757 

33% 3 592 437 3 831 350 

0% 25 660 27 367 

14%_ 1 513 956 _ 1 614 64Q 

100% 11 045 775 7 762 114 


Units!oSt (sates price perk2o1itie -rands) 97 438 996 75 071415 

Units lost (purchase price per kilolitre - rands > 39 631 730 26 007 562 


Units lost (percentage) 52 28% 44 53% 

The distribution losses are mainly duo to flogaf connections, main leaks (ageing infrastructure), rose voir overflows and service 
connectionteaks. A five year strategic master plan for toe reductionof non revenue water has been adopted by the municipality 
to address this problem 


35.9 Material Forex Losses 


Total Forex Liability as at 30 June 

* 

1 962 S05 

Net Cumulative Forex Gain' (Losses) 

78 248 

(422 371) 

Percentage losses 

0 % 

-22% 


The material forox fosses arising from too Microsoft License forex hab£iy was due to unexpected adverse fluctuations in toe 
rand dollar exchange rale 


As at 30 June 2017. too rand to dollar exchange rate dosed at spat rate of R 13.06 There was no liability as at 30 Juno 2017 

3 6 CAP IT AL CO M M IT M ENTS 


36,1 Commitments in respect of capital expenditure 

* Approvod and contracted for 

Infrastructure 

Community 

Total 

This expenditure will bo financed from- 

- External Loans 

- Government Grants 

- Co unci funded 


242 515 409 308 742 033 


242 515 409 


308 742 033 


242 515 409 306 742 033 


242 515 409 30B742 033| 

242 515 409 308 742 033 


37 EMPLOYEE BENEFITS INFORMATION 
37.1 Dofinod contribution plan 

The following are defined contribution plans Nasal Joint Municipal Pension Fund. National Treasury, Government Employee 
Pension Fund. SALA Pension Fund and Municipal Councillors Pension Fund These contributions have beon expensed 


37.2 Other Long-term benefit plan 

Long service awards are provided to employees who achieve certain pre-door mined milestones of service within the 
reruns ipal ity 

The municipality's not obligation in respect of long service awards is too amount of future bervofit that employees have earned 
in return for their service in tos current and prior periods The benefit ts discounted to determine its present value and too fair 
value of any related assets is deducted to determine the net obligation. 

The discount rate is the ytold at toe reporting date on AA credit-rated bonds that have maturity dates approximating the terms of 
the municipality's obligations The calculation is performed using the projected unit credit method Any actuarial gains and 
losses are recognised in surplus or deficit in the period in which they arise. 

The independent valuers earned out a statutory valuation as at 30 June 2017. 

The principal actuarial assumptions used wero as follows: 

Discount ralo per annum 
inflation rate 

Not effective discount rate 
Benchmark inflation (equal to 
salary inflation} 

Average retirement ape 
Mortality during employment 

Percentage cf in-service members withdrawing before retire mo nt 
Age 20 
Age 30 
Age 40 
Ago 50 
Ago 55+ 

Statement of Financial Position 
wore determined as being the 
present value of the obligation; 8 258 766 7 977 161 

EMPLOYEE BENEFITS 

(continued) 

Movement in the defined benefit 
obligation is as follows 


8 84% 8 83% 

5 64% 6 53% 

2 06% 1.21% 

6 64% 6 64% 

65 65 

SA 85-90 ultimate SA 85-90 ultimate 

40% 40% 

25% 25% 

12 % 12 % 

4% 4% 

2% 2% 


Balance at beginning of toa year 
Current service cost 
Interest cost 
Benefit payments 
Actuarial (gams Mosses 
Balance at end of year 


7 977 161 
745 220 
659 601 

(1 014 311) 
HQ6 9051 

8 256 7C6 


7 271 627 
822 374 
556 104 
(EDI 472) 
128 528 
7 977 161 


The timing of toe employee 
benefits is as follows 


Current portion of employee 
benefits 

Employee benefit obligation 


494 551 1 014 311 

7 764 215 _ 6 962 650 

8 258 766_7977 161 


The amounts recognised in too State mo nt of Financial Performance wore as follows 
Current service cost 
Interest cost 
Actuarial (gains bosses 


745 220 822 374 

659 601 556 104 

1108505) _ 128 528 

129S916 1 507 006 
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38 RELATED PARTIES 


IDM I DM 

2017 201G 

R R 


Members of key management 
Controld Municipal Entity 


Compensation to councillors end other Key management 


Section 57 managers 
llomba District Muriicipaiity has a 
100%)hoidtftg in Humbe Development 
Enterprise (Pty) Ltd 
Refer to note 23&Z4 


Rotated party balances 

Amount owed to ISembe Enterprise included in other payables 
Related party transactions 

Transactions with Enterprise llombe Development Agency 
Grant funding from the parent for LED projects 
Rental of offices 

Shared costs recoveries included in other income (o.a tease of vehicles cellphones) 


(526 467) 

21 466 363 
677 9S3 


(1 266 537) 

19 573 055 
1 166 764 


39 EVENTS AFTER THE REPORTING DATE 


Matters pertaining to debt impairment, asset impairment inventory adjustments end certified as inecoverablo unauthorized. 
irregular. fruitless and wasteful expenditure and reclassification of irreg^ar expenditure as deviations in terms of circular 66. 
that existed as at 30 June 2017 was tabled at Council on tho 29th August 2017 
Possible effect on the reported figures arc as follows 


Statomont of financial position 

Decrease in Consumer Debtors {26 476 656) {9 BOG 065) 

{Docroa$o)\ Incroaso in carrying amount of property plant 6 equipment as a result of 

impairmont (6 6e5 665) (4 042 179) 

Stalomont of financial performance 

IncroaseMdecroase) in total depreciation, impairmont and amortisation 
Increase in provision for doubtful debt 
Disclosures 

lncrease.'{decrease) in Irregufar expenditure 
Increase.'!Decrease) in fruitless and wasteful expenditure 
Inc reason Decrease) in unauthorized expenditure 
Increase mdeviations 

40 RISK MANAGEMENT 
40.1 Maximum credit risk exposure 

Credit risk is tho risk that a counter party to a financial instrument will fail to discharge an obligation and cause the municipality to 
incur a financial loss 

Creditrisk consists mainly of cash deposits, cash equivalents and trade debtors . Tho municipality orty deposits cash with 
major banks with h?gh quality credit standing and limits exposure to anyone counter-party 


B7 979 450 
40 241 279 

7 360 967 
276 891 
(22 104 829) 
2 630 999 


69 CBD 117 
97676134 

{1 162 365) 
105 927 
62 514 568 
4 609 266 


Trade receivables comprise a widespread customer base Management evaluates creditrisk relating to customers on an 
ongoing basis If customers are indopendentty rated these ratings ere used Otherwise if there is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors 

Financial assets exposed to credit risk at year end wore as fallows 


Consumer debtors 

229160 297 

211 612 744 

Other debtors 

27 423 456 

147 005 337 

Ageing of consumers 

256 603 753 

35BG180B1 

Current (O — 30 days) 

10 639 809 

13 843 597 

31*60 Days 

7 933 309 

9 046 940 

61*90 Days 

7 256 185 

10 619 664 

91 -120 Days 

6 820 599 

6 145 237 

121 *365 Days 

6 919511 

9 001 545 

* 365 Days 

189 370 BB3 

162 754 560 

Total 

229160 297 

211 612 744 

Less Provision for bad debts 

(144 859 064) 

{259 486 520) 

Net consumer debtors 

84 321 232 

(47 875 777) 

Cash and cash equivalents 

5 7€6 622 

35 916 267 

Other investments 

25 009 B73 

24419710 


31 576 495 

GO 335 997 


These balances represent the maximum exposure to credit risk. 

40.2 Liquidity risk 

Liquidity risk is the risk that the municipality wSI not be able to meet its obligations as they fall due The municipalities approach 
to managing liquidity risk is to ensure that sufficient liquidity is available to meet its liabilities when due. without incurring 
unacceptable tosses or risking damage to the Municipalities reputation. 

The municipality's risk to liquidity is a result of tho funds available to cover future commitments The municipality manages 

liquidity risk through an ongoing review of future commitments and credit facilities 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored 

The Municipalities liability are backed by appropriate assets and it has liquid resources 

Tho table below analyses the municipality's financial liabilities into relevant maturity groupings based on the remaining period at 
the Statement of Financial Position to the contractual maturity date The amounts disclosed in the table are the contractual 
undiscounted cash flows 


2017 

Within a year 

Between 2 to 5 
years 

Total 

Gross finance lease obligations 

14 124 319 


14 124 319 

Borrowings 

3 90B6BB 

79 373 305 

83 281 994 

Trade and other payables 

235 262 999 

- 

235 262 999 

Other 

494 551 

7 764 215 

8 256 766 


253 790 558 

87 137 520 

340 928 078 



Botv/oon 2 to 5 

Total 

2016 

Within a yoar 

years 

Gross finance lease obligations 

15 463 776 

7 980 147 

23 443 923 

Borrowings 

5 664 775 

77 956 904 

83 823 679 

Trade and other payables 

349 460180 


349 460 180 

Other 

1 014 311 

6 962 850 

7 977 161 


371 a03 042 

92 901 901 

464 704 943 
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40.3 Interest rate risk 


IDM IDM 

2017 2016 

R R 


The Municipality is not exposed to interest rote risk on its financial liabilities AH of the Municipality's interest bearing external 
ban Iibainties are fixed interest bans 


The municipality's interest rate risk arises from long'term borrowings Borrowings issued at variable rates expose the group to 
cash flow interest rote risk Sorrowings issued at fixed rates expose the murucipalitylo fair value interest rata risk. 

The Municipality is exposed to fairvatue interest rate on its external loan liabilities . which are all fixed interest rates 


At year end. financial instruments exposed to interest rate risk were as follows: 

Cash and cash equivalents 

Other investments 

Gross finance lease obtaaiions 

Borrowings 

Consumer debtors 


5 766 622 
25 609 873 
14 124 319 
64 048 65? 
229 160 297 


35 916 287 
24419710 
23 443 923 
64 611 487 
211 612 744 


40.4 Foreign Currency Risk 


PAjn.'Cipaiity has a three year contract for the deployment of Microsoft share point with Microsoft. 

At year end 

Forex gains 89 334 

Forex Losses (n 137) 

Foreign exchange Gam or (losses) were 78 248 

Foreign exchange bobiiitywss 
Sensitivity analysis 


355 514 
(777 884) 

“War?)] 

1 962 805 


There was no forex liability as at 30 June 20 1 7 Forex transations resulted in a gain of R 78 246 


41 RECONCILIATION BETWEEN BUDGET AND CASH FLOW STATEMENT 


Key 

Amount as present in the budget statement 

Operating 

151 913 171 

Financing 
(13 759 916) 

Investing 
(157 082 776) 

Total 

(18 929 521) 

Actual amount as presented tn the cash flow staterrj 
Basis difference Applicable 

Timing differences Nai applicable 

Entity differences Not applicable 

355 478 113 
*39 907 056 

(25 594 466) 

(360 033 312) 

(30 149 665) 
(39 907 056) 

Variance 


-163 657 886 

11 834550 

202 950 536 

51 127 200 

Variance percentage 


*107.73% 

-86.01% 

-129% 

-270% 
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ILEMBE DISTRICT MUNICIPALITY 
APPENDIX B 

AUDITED ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
as at 30 Juno 2017 




ILEMBE DISTRICT MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
as at 30 June 2016 
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